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INCOME TAXES – UPDATES, LINKS and SOME $$$ SAVING TIPS





It’s time to start thinking about preparing to file tax returns.  This newsletter highlights some changes to the tax code that might prove useful to D9 taxpayers, as well as info on free filing sites and some money saving tips.  Note - this info applies to returns filed for tax year 2004.  A good starting point for more information on any of the following items is � HYPERLINK "http://www.irs.gov" ��www.irs.gov�.  





Electronic Free filing: Military personnel can file FEDERAL returns for free electronically by using one of several services listed at  the IRS FREE FILE web site - � HYPERLINK "http://www.irs.gov/efile/article/0,,id=118986,00.html" ��http://www.irs.gov/efile/article/0,,id=118986,00.html�.  Review the eligibility requirements on the web site to be sure you qualify for the free service.  Note that “free” only applies to your federal return.  Typically there is a charge for electronic filing of your state income tax returns (anywhere from $9.95 and up).  





Earned income credit.  If you have kids, and if your income is under $35,500 check out the Earned Income Tax Credit. It not only can reduce the tax you owe, but actually get you a refund when you DON’T owe any tax.  For example, an E-2 with two kids may be able to get an earned income credit of $4000 from Uncle Sam.  Housing and subsistence allowances ARE NOT counted as income for purposes of the credit.  Not sure if you qualify?  Check out the EITC Tax Assistant at � HYPERLINK "http://www.irs.gov/individuals/article/0,,id=130102,00.html" ��http://www.irs.gov/individuals/article/0,,id=130102,00.html�.





If you Itemize Deductions (like mortgage interest, and medical expenses), you now have the choice of deducting state and local income taxes (which does you no good if your home state doesn’t have a state income tax) or – and here’s the change – deducting SALES TAX.  An optional state sales tax table may be used in lieu of receipts for sales taxes paid.  When does it make sense to itemize?  When your itemized deductions exceed the “standard deduction” which is $4,850 if you are single, $9,700 if you are married filing jointly, $7,150 if you file as head of household or $4,850 for married filing separately.





Spouse’s Tax Bracket. States are now prohibited from increasing the tax bracket of a nonmilitary spouse who earns income in the state where the military member is assigned.  As you know, military pay is subject to income tax only by the member’s state of “domicile” – which often is NOT the state where the member is assigned.   However, a spouse’s income is subject to local state income tax.  Many states artificially inflate the tax burden on a spouse’s income by adding in the service member’s military income for the limited purpose of determining the nonmilitary spouse’s tax bracket.  The practice has had the effect of increasing the military family’s tax burden and is now illegal.





Free Tax Return Assistance:  Volunteer Income Tax Assistance (VITA) programs are set up in many communities around the Ninth District.  Check with your local community library to see if there are VITA programs in your area.  If you are close to a major military installation (Great Lakes Naval Training Center or Ft. Drum, NY), check with the legal assistance office to see if they offer a military VITA program, most do.





Armed Forces Tax Guide. Need more details? The IRS has a special publication that focuses on tax matters directly related to your military service.  You can get a copy of the publication of the web at - � HYPERLINK "http://www.irs.gov/publications/p3/index.htm" ��http://www.irs.gov/publications/p3/index.htm�.


Many states also provide special guidance for military personnel on their web pages.  Can’t find the web page? Let us know.





Warning for Personnel Now Assigned or Once Assigned to Ohio!!  The state of Ohio Department of Taxation recently  has been sending misleading notices to military personnel, asking personnel whose state of domicile is NOT Ohio to complete a MILITARY AFFIDAVIT that suggests (incorrectly) that if you are assigned to Ohio you must pay state income tax to Ohio. This is big time WRONG and we have notified the Department of Taxation of this fact.  We anticipate that they will correct their mistake soon – but until then, if you get one contact D9 so we can work together to fix this.  





Questions or need more info?  Contact Mr. Steve Lynch, Ninth District Legal Assistance Attorney at (216) 902-6010 or � HYPERLINK "mailto:slynch@d9.uscg.mil" ��slynch@d9.uscg.mil�





February 2005, Volume 2-05


________________________________________________________________________________________________________ 





Ninth District Legal Office


1240 East Ninth Street


Cleveland, Ohio 44199-2060


Phone: (216) 902-6010


Fax: (216) 902-6055








“The Legal Brief”


Advice to the Guardians of the Great Lakes








_1136286971.bin

