To Itemize or Not to Itemize – See the NEW Stuff…

You will generally use the higher of the Standard Deduction (see amounts below) or add all of your Itemized Deductions from Schedule A. Some married filing separate returns and other special circumstances may produce a different result.

New… for your federal return (states may vary)

For tax year 2004 and 2005 itemized returns, you have a choice of claiming a state and local tax deduction for either sales or income taxes. There are optional tables for use in determining the deduction amount, see IRS Publication 600.

The optional sales tax table amount relieves taxpayers of saving receipts throughout the year. Sales taxes paid on motor vehicles and boats may be added to the table amount, but only up to the amount paid at the general sales tax rate. A box on Schedule A, Itemized Deductions, will be checked to indicate your choice of sales or income tax deduction.

New…for your federal return (states may vary)

For tax year 2004 and 2005 itemized deductions, a donation to an allowable Charitable Organization by January 31, 2005 will be allowable as a Charitable Contribution in 2004 OR 2005!

Federal Standard Deductions:

Federal Standard Deduction amounts are based on your filing status and are subject to inflation adjustments each year. For 2004, they are:

Single — $4,850

Married Filing Jointly — $9,700

Head of Household — $7,150

Married Filing Separately — $4,850

The standard deduction amount is more for taxpayers age 65 or older and for those who are blind. It is generally less for those who can be claimed as a dependent on some other taxpayer’s return.

There are some taxpayers that are not eligible for the standard deduction. They include nonresident aliens, dual-status aliens, and individuals that file returns for periods of less than 12 months. 

If you need assistance with any of these issues, call the Office of Cindy J. Harris CPA 661-253-3771.

