Law Changes May Affect Your 2004 Taxes 

Some recent tax law changes are effective for the 2004 Tax Year. If these items affect you, be sure to get the details when you prepare your tax return early next year.

Federal Law Changes

Educators’ Deduction — Restored for two more years. 

Clean Fuel Vehicle Deduction — Retained at the $2,000 level through 2005. 

Child Tax Credit — A larger refund for some taxpayers, as the amount of the Credit may have increased for your tax situation. Including excludable combat pay as income when you figure this credit.

Combat Pay — Some military personnel receiving combat pay get larger tax credits because of two law changes. Look for changes in the Earned Income Credit calculations and the Child Tax Credit.

Manufactures – look out for a new item that may reduce your tax burden in the future. Talk with your Professional preparer.

Sales Tax Deduction – This deduction is back, just in a different way.

Expense Limit for SUVs — Businesses should be aware of a change regarding the deduction for certain sport utility vehicles (SUVs) placed in service after Oct. 22 2004. Businesses cannot take a first-year deduction of more than $25,000 for an SUV. The limit for vehicles placed in service before Oct. 23 2004 was $100,000.

Sale of Personal Residence Acquired in a Like-kind Exchange — Taxpayers who convert rental property to a principal residence should know that a tax law change may limit their ability to exclude gain on the sale of that residence if they obtained the property through a like-kind exchange. 

Deduction for Discrimination Suit Costs — A new deduction is available for those who pay attorney’s fees and court costs in connection with discrimination suits

California State Law Changes as of 01/06/2005



In general, California law conforms to the Internal Revenue Code (IRC) as of January 1, 2001. Note that California does not always conform to the entire provisions of a public law.

There are continuing differences between California and federal law. 

California has not conformed to all of the changes made to the IRC after January 1, 2001. This includes some provisions of the Economic Growth and Tax Relief Reconciliation Act of 2001 (Public Law 107-16), the Victims of Terrorism Tax Relief Act of 2001 (Public Law 107-134), and the Job Creation and Worker Assistance Act of 2002 (Public Law 107-147).

California has now conformed to the Military Family Tax Relief Act of 2003 (Public Law 108-121). 

California has not conformed to any of the provisions of the :

1. Jobs and Growth Tax Relief Reconciliation Act of 2003 (Public Law 108-27)

2. The Working Families Tax Relief Act of 2004 (Public Law 108-311) 

3. The American Jobs Creation Act (Public Law 108-357).

4. California has not conformed to the new federal Health Savings Accounts contained in the Medicare Prescription Drug, Improvement, and Modernization Act of 2003 (Public Law 108-173).






CA Corporations when the company is a federal S Corporation:

One CA law change to remember is:

If for federal tax purposes a Corporation is an S Corporation, then CA now says that any federal S corporation is also a California S corporation and any shareholder of a federal S corporation is a shareholder of a California S corporation.
CA Amnesty 

Don’t forget that California Amnesty for Individuals and Business for income taxes, sales taxes and other issues starts as of 02/01/2005. There is a short filing time and an extended time to file and pay.

