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Income Tax Update

It's tax time again. Time to
gather all of your records and
crunch the numbers. Below are
a few tax changes you may
want to consider when making
your calculations.

The deduction for educators,
which had expired in 2003, has
been restored for two more
years. Teachers who spend
their own money on books or
supplies for their classrooms
may deduct up to $250 from
their Federal Income Taxes in
2004 and in 2005.

The clean fuel vehicle deduc-
tion has also been retained at
the $2,000 level through 2005.
This deduction allows taxpayers
who purchase a hew motor ve-
hicle that is propelled by a
clean-burning fuel to take a de-
duction on their Form 1040.
The one-time deduction must
be taken in the year the vehicle
is originally used and the tax-
payer must be the original
owner. Taxpayers do not have
to itemize deductions to claim
the deduction. The deduction
will be limited to $500 for vehi-
cles placed in service in 2006
and no deduction will be al-
lowed after that year. IRS ap-
proved vehicles include the
Toyota Prius, Honda Insight,
and Honda Civic Hybrid.

Taxpayers may also benefit
from a sales tax deduction
available for 2004 and 2005.
Taxpayers who itemize deduc-
tions will have a choice of
claiming a state and local tax
deduction for either sales or
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income taxes. In states with no
income tax, this deduction will
be a huge tax benefit. For
those of us in California, the
benefit may be minuscule or
non-existent, but it is still worth
doing the comparison to see
which option is more advanta-
geous. The IRS will provide
tables which can be used to
determine the amount of the
deduction so taxpayers don't
have to keep receipts through-
out the year. Any sales tax
paid on a motor vehicle or boat
can be added to the amount in
the table. So figure out which is
the best option for you.

The rules regarding tax deduc-
tions for donating your old ve-
hicle changed starting January
1, 2005. You can no longer
claim “blue book” value as the
fair market value of the vehicle.
Now you can only claim the ac-
tual selling price received by
the charity when the vehicle is
auctioned.

Under the new rules, the chari-
table organization must provide
an acknowledgement to the do-
nor within 30 days of the sale
stating the amount of gross pro-
ceeds. Alternatively, if the char-
ity significantly uses or materi-
ally improves the vehicle, gen-
erally, the donor may deduct
the vehicle’s market value.

- Continued on page 2 -
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-Tax Update cont'd-

Taxpayers can call IRS Tax Ex-
empt/Government Entities Cus-
tomer Service at 1-877-829-
5500 or visit the IRS web site to
check that an organization is
gualified by searching Publica-
tion 78. Be sure to have the or-
ganization’s correct name and
its headquarters location.
Churches, synagogues, tem-
ples, mosques and govern-
ments are not required to apply
for this exemption in order to be
qualified. Donations to these
institutions are tax deductible.

Both Publication 526, Charita-
ble Deductions, and Publication
561, Determining the Value of
Donated Property, provide de-
tailed instructions on calculating
the fair market value of your
vehicle. IRS Publication 526
details requirements for the
types of receipts taxpayers
must obtain and the forms they
must file.

S

=
L] :

§ .___O@’

Earned Income Credit Update

For the 2004 tax season, the Earned Income Credit can put
up to $4,300 into the pockets of low-income workers. Work-
ing families do not have to owe any income to be eligible for
the credit, but they must file an income tax return. See tables

below for details:

Families with two or more qualifying children:

Filing status Adjusted gross Maximum
income credit

Single

Head of household Qualify- Up to $34,458 $4,300

ing widow(er)

Married filing jointly Up to $35,458 $4,300

The maximum amount is paid to those with income between

$10,750 and $14,050, or $15,050 if filing jointly.

Families with only one qualifying child:

Filing status Adjusted gross Maximum
income credit

Single

Head of household Qualifying Up to $30,338 $2,604

widow(er)

Married filing jointly Up to $31,338 $2,604

The maximum amount is paid to those with income between

$7,650 and $14,050, or $15,050 if filing jointly.

Workers between 25 and 64 with no qualifying children:
Filing status Adjusted gross Maximum

income credit

Single
Head of household Qualifying Up to $11,490 $390
widow(er)
Married filing jointly Up to $12,490 $390

The maximum amount is paid to those with income between
$5,100 and $6,400, or $7,400 if filing jointly.

To hear prerecorded information about the EIC, call 1-800-
829-4477 and request topic number 601. To obtain IRS pub-
lications and tax forms, including Pub 596, Earned Income
Credit, and Schedule EIC, call 1-800-829-3676 or visit

WWW.irs.gov.




The Impact of California’s Working Women

The share of working-age Cali-
fornia women who participate in
the labor market climbed from
less than half in the late 1960s
to over 70 percent in recent
years. Most of the growth was
driven by increased work par-
ticipation of married women and
mothers of young children. The
changes of the last three dec-
ades have improved the earn-
ings of women relative to men,
yet on average women still earn
only 80 cents per dollar earned
by men in California.
(Nationally women only earn 76
cents for every dollar earned by
men.)

According to the editors of Cali-
fornia Counts, women’s work
participation is linked to other
major social and economic
trends of the last quarter cen-
tury including declining rates of
marriage, growth in divorce,
delayed childbirth and smaller
family sizes, rising educational
attainment and occupational
status of women, and declining
earnings of men. These broad
trends have contributed to the
growth in women'’s labor force
participation and, in part, may
have resulted from this growth.

Labor Force Participation and
Social Trends

e Inthe late 1960s just under
50 percent of California work-
ing-age women worked, com-
pared to 72 percent in 2003.

e Inthe late 1960s 30 percent
of California’s working women
worked full-time, compared to
47 percent in 2003.

Women's Labor Force Participation:

Late 1960s 2002

Unmarried, no young child 78% 79%

Unmarried, with young child 50% 72%

Married, no young child Under 50% 73%

Married, with young child Under 30% 55%
Social Changes:

1967 2003

Unmarried, no young child

17% 33%

Unmarried, with young child

2% 4%

Married, no young child

57% 46%

Married, with young child

24% 17%

e Labor force participation
among working-age men has
declined slightly in California
from about 95 percent in the
late 1960s to just under 90 per-
cent in recent years, however,
over 70 percent of men work
full-time.

As the study points out, single
women with no young child are
more likely than other women to
work in the labor force, there-
fore growth in this group is re-
lated to higher levels of work
participation. Furthermore, as
rates of divorce have increased,
married women may anticipate
a greater potential for their own
marriage to dissolve and may
thus feel a stronger need to
have a career as a source of
earnings that could be relied on
in the event of divorce. These
factors also may operate in a
reverse manner whereby
growth in earnings potential and
career opportunities encour-
ages some women to remain or
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become single.

Growth in women'’s labor
force participation has also
coincided with a rising age
at which women have their
first child, up from an aver-
age of 21.8 years in Califor-
nia in 1970 to 25.3 years in
2000. Other related trends
include: growth in women'’s
educational attainment, oc-
cupational status, and earn-
ings potential, and a reduc-
tion in the number of chil-
dren. Among women ages
30 to 40, the average num-
ber of children was 2.5 in
the late 1960s and 1.5 in
recent years.

Some of these changes
may be directly related to
policy changes such as the
expansion of the Earned
Income Tax Credit which
provides work incentives by
offering tax credits to low-
income families based on

-Continued on page 4-



-Working Women cont'd-

earnings. The Personal Re-
sponsibility and Work Oppor-
tunity Reconciliation Act of
1996 reformed welfare in
ways that further encourage
work, including time limits,
workforce training, and child
care subsidies. Under the
previous welfare program,
implicit in the policy was a
sense that it was appropriate
for low-income women to re-
ceive government assistance
to care for their children
rather than to work in the la-
bor market. The 1996 welfare
reform reflected the many
changes in society by impos-
ing work requirements and
time limits, implying that it is
now more appropriate for low-
income women to work in the
labor force while others care
for their young children.

Although married women of-
ten earn less than their hus-
bands, their contribution to
family income has become
increasingly important over
the last three decades. In
recent years, wives’ earnings
have contributed about one-
fourth of all income on aver-
age for married-couple fami-
lies.

The rising labor force partici-
pation and earnings of mar-
ried women and young moth-
ers have important implica-
tions for families and for Cali-
fornia. On the positive side,
women’s earnings contribute
substantially to family income
and the state economy. Yet,
growth in women'’s work par-
ticipation leads to new con-
cerns about how to provide

and pay for services that have

traditionally been done by
wives and mothers who are
not working in the labor mar-
ket. In addition, meeting the
demands of the labor force
and family and home care
can create a stressful
“balancing act” of time and
resources for women and
families.

Over the last three decades,
the lives of women have
changed as they increasingly
take part in the labor force.
The lives of children have
changed as they are increas-
ingly cared for by relatives
other than their mothers and
in paid child care settings.
The lives of families have
changed as they face a
tougher balancing act be-
tween work, family, and home
care responsibilities. The
face of the workplace has
changed as the share of
women has grown to nearly
half. For women, families,
employers, and the state it
has indeed been a period of
new opportunities and new
challenges.

For more details on the
Women in the Workforce
study, visit the Public Policy
Institute of California’s web
site at: www.ppic.org.
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Check 21

Checking accounts have
changed recently due to the
Check 21 law. Checks are be-
ing processed more quickly,
your checking account state-
ment may look a little different,
and you may receive a substi-
tute check rather than your can-
celled check. What do these
changes mean to you?

First of all, with checks being
processed more quickly it is
really important that you have
enough money in your account
to cover your check at the time
you write it. New technology is
eliminating your “float time.”

Secondly, you may notice some
changes on your checking ac-
count statement. Some items
may be listed by check number,
and others may be listed by the
name of the company you paid.
Be sure to review all of the
charges listed on your state-
ment to make sure they match
your receipts or records.

The last major change you may
notice is that you may receive a

- Continued on page 5-



-Check 21 cont'd-

substitute check with your
statement, instead of your
cancelled check. A substitute
check is a special paper copy
of the front and back of your
original check. The front of a
substitute check should state
“This is a legal copy of your
check. You can use it the
same way you would use the
original check.” Keep in
mind, not all copies of a
check are substitute checks.
If you need a check for proof
of payment, make sure the
copy you receive indicates

Free Credit
Report

The Fair and Accurate Credit
Transactions Act of 2003 re-
quires the three major credit
reporting agencies to provide
you a free copy of your credit
report annually upon request.
The free annual reports will
be phased in across the
country from west to east
over a nine-month period.
Free reports for Californian
became available beginning
December 1, 2004. There
are three ways to order your
report. You can visit
www.annualcreditreport.com,
call 877-322-8228, or mail a
standardized form to Annual
Credit Report Request Ser-
vice, P.O. Box 105281, At-
lanta, GA 30348-5281. A re-
vised version of the Free
Credit Report Offer handout
from the Gateway to a Better
Life curriculum is included in
this newsletter for your use.

Gift
Certificates

Holiday purchases of gift
cards for the 2004 season
was projected to go over
$219 billion. California has
been a forerunner in con-
sumer protection against
practices such as charging
dormancy fees and imposing
expiration dates. Here are
three important California
laws you should be aware of
when using or giving gift cer-
tificates.

AB 2466 provides that it is
unlawful for any person or
entity to sell a gift certificate
containing an expiration date,
unless the gift certificate
clearly indicates that it may
be redeemed in cash for its
face value, or replaced with a
new gift certificate, at any
time after the expiration date,
at no cost to the purchaser or
recipient. (1996)

AB 2473 requires the issuer
of a gift certificate to honor
the gift certificate if the issuer
files for bankruptcy. (2002)

AB 1092 prohibits the sale of
retail gift certificates contain-
ing maintenance or service
fees and clarifies that "gift
certificate” includes a gift
card. Specifies that these pro-
visions apply only to gift cer-
tificates issued on or after
January 1, 2004, and that this
bill creates no inference with
respect to the validity or inva-
lidity of any service fee im-
posed prior to the effective
date. (2003)

Money Facts
Did You Know?

e Only 32% of American par-
ents talk to their children regu-
larly about personal finance.

e 20% of employees are un-
able to carry out normal work

activities three days per week
due to financial concerns.

e 2 out of 3 households will
probably not be able to accom-
plish one of their major life
goals because they did not plan
for the future.

e Only 21% of student be-
tween the ages of 16 and 22
say they have taken a personal
finance course at school.

e Teenagers, age 12 to0 19,
spent $169 billion in 2004.

e 33% of high school seniors
already use a credit card.

40% of Americans say they
live beyond their means.

-Continued on page 6-



-Money Facts cont'd-

Sixty percent of American
households carry over some
portion of their credit card
debt every month. The aver-
age balance is more than
$4,000

e Half of American house-
holds have savings of less
than $1,200.

e The average American
will spend 18 years in their
retirement phase. Less than
half of Americans have put
aside money specifically for
retirement.

e Today’s average 50 year
old has only $2,300 saved
toward retirement.

ID Thetft

The California Department of
Consumer Affairs, Office of
Privacy Protection, has
created a new tip sheet.

Top 10 Tips for Identity Theft
Prevention is included in this
newsletter for your informa-
tion.

New Study on
Financial
Education for
Teens

Young people who studied
the High School Financial
Planning Program for as little
as 10 hours not only signifi-
cantly increased their under-
standing of money manage-
ment, but also improved their
financial behavior in the ensu-
ing months. The impact
evaluation, conducted during
the 2003-2004 academic
year, posed a series of ques-
tions to students at three
points in time. At the comple-
tion of the program, students
were asked 14 core questions
related to what they gained
from the curriculum. Using
their answers as a foundation,
the students then were asked
the same questions in relation
to what they knew before they
studied the curriculum. Fi-
nally, students were asked
the same questions again
three months later.

In the area of behavior,
18.5% of students said that
before they studied the cur-
riculum they “almost always’
set aside money for future
needs and wants; after the
program, the percentage in-

. creased to 28%. Three

months later, the number had
grown to 36.5%. Likewise,
the percentage of students
who said they “almost always”
set goals for managing
money nearly tripled, from
nine percent before the pro-
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gram, to 15% immediately after
the program and 24% three
months later.

Other evaluation results
showed that 42% of students
said before studying the
HSFPP, they strongly agreed
that they knew the difference
between needs and wants; im-
mediately after the program, the
number grew to 67% - an in-
crease of 25%. The number
rose further, to 80.5%, in the
three-month follow-up. Simi-
larly, 19% of students said they
“almost always” felt confident
about making financial deci-
sions before studying the
HSFPP. The percentage in-
creased to 19% after the pro-
gram, and three months later it
had grown to 37.5%.

These results suggest that even
relatively limited exposure to
financial education can impart
significant, lasting and practical
personal financial knowledge to
young people from all walks of
life.

Of the 5,329 students surveyed
who studied the HSFPP, 95%
were in high school, and nearly
70% were juniors and seniors.
Rural areas, small communi-
ties, medium-sized cities and
large metropolitan areas were
almost equally represented. A
smaller number of students —
324 — took part in the three-
month follow-up survey. A
complete copy of the
“Evaluation of the NEFE High
School Financial Planning Pro-
gram” is available on the NEFE
web site, at www.nefe.org, in
the Education Programs sec-
tion.



