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TAX ACTS OF OCTOBER 3, 2008

Emergency Economic Stabilization,
Energy I mprovement and Extension, and
Tax Extenders and Alternative Minimum Tax Relief

On October 3, 2008, Congress passed new legislation
that contains many provisions that affect individuals and
businesses. More than 30 tax breaks that either expired at
the end of 2007 or are soon to expire have been extended
by the Act. Highlightsof thelegislation arelisted below:

Provisions Affecting Individuals

Bank and Credit Union Accounts: TheFederal Deposit
Insurance Act and the Federal Credit Union Act insurance
coverage of $100,000 hasbeen increased to $250,000 until
December 31, 2009.

IRA Charitable Rollover: This popular charitable in-
centiveexpired at theend of 2007 but hasbeen extended for
2008and2009. Theprovisionallowsindividualsage 70-1/2
and older to donate up to $100,000 from their individual
retirement accounts (IRAs) and Roth IRAS to public
charitieswithout havingto count thedistributionsastaxable
income. Thisgiving incentive is particularly beneficial to
thoseindividua swhodonotitemizetheir tax deductionsand
would not otherwise receive any tax benefit for their
charitablecontributions.

Alternative Minimum Tax: To prevent the unintended
result of having millions of middle-income taxpayers fall
prey to the AMT, Congress has once again relied on a
temporary “patch”. Thistimeit isaone-year extension of
the 2007 exemption amounts, with aslight increase.

Under thenew law, for tax yearsbeginningin 2008, the
AMT exemption amounts are increased to: (1) $69,950 in
the case of married individuals filing a joint return and
surviving spouses; (2) $46,200 in the case of unmarried
individual sother than surviving spouses; and (3) $34,975in
the case of married individualsfiling a separate return.

Qualified Tuition Deduction: The tax deduction for
qualified higher education expensesisextended through
2009.

Teacher Expense Deduction: The provision allowing
teachersadeduction of upto $250 for educational expenses
isextended through 20009.

Real Estate Tax Deductions: For 2008 and extended
through 2009, non-itemizersreceiveuptoa$500 ($1,000for
ajoint return) addition to their standard deduction for real
property taxes.

Non-Business Energy Credit: Reinstated for 2009.
Qualifiedenergy efficiency improvementstothedwel ling of
aprimary residence, qualified natural gas, propane, or oil
furnace or hot water boiler, qualified heat pumps, water
heaters, and central air conditionersmay all apply.
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Plug-inElectricDriveV ehicleCredit: Consumersmay
claim atax credit of $2,500 to $7,500 for the purchase of a
plug-inelectriccar or light truck, depending onthecapacity
of the battery. The credit is available against the AMT.
Phase out of the credit begins after the 250,000th plug-in
electric vehicle has been sold.

Disaster Relief: Included inthe new legislationis tax
relief for victimsof thestormand flood disaster in Arkansas,
Illinois, Indiana, lowa, Kansas, Michigan, Minnesota, Mis-
souri, Nebraska and Wisconsin. Various tax advantages
may apply to those affected. Contact us to discuss your
situation.

Provisions Affecting Businesses

Energy Credits: Congressliberalized the definition of
property that qualifies for the energy credit to encourage
investment in alternative energy technologies. Property
qualifyingfor thecreditincludeswind energy, solar energy,
qualified fuel cell and microturbine property. Thecreditis
generally for property placed in service after October 3,
2008.

Farmers. For any machinery or equipment used in a
farming business, except grain bins, fences or land im-
provements, purchased and placed in service in calendar
year 2009, the depreciable lifeis 5 years, not 7 years. To
qualify, theoriginal use of the equipment must bewith the
taxpayer after December 31, 2008.

Payroll: Theadditional 0.2% FUTA surtax isextended
to apply through 2009.

Research and Development Credit: The research tax
creditisextendedthrough 2009. Inaddition, thealternative
simplified creditisincreased from 12%to 14%for the 2009
tax year, and the alternative incremental research credit is
repealed for the 2009 tax year.

BicycleCommuters. Employersareallowedtoprovide
employeeswho commuteto work by bicyclelimited fringe
benefits to offset the costs of such commuting (e.g.,
storage).

We hopethisinformation ishelpful. If youwould like
more details about these changes, or any other aspects of
the new law, please contact your Account Manager.

PRESIDENT-ELECT OBAMA'S
PROPOSED TAX PLAN

The fiscally responsible tax changes that President-
Elect Obamaiscalling for include:

e Ordinary Income: Thetop two income tax brackets
would return to their 1990’ slevels of 36% and 39.6%.
All other tax bracketswould remain asthey aretoday.
Obama would also restore the 1990’ s levels for the
personal exemption and itemized deduction phaseouts
(known as PEP and Pease). Obamawould work with
the Treasury Department to adjust the thresholds of
these rates slightly to ensure that no married couple
makinglessthan $250,000 (or singlepersonmakingless
than $200,000) was affected by these changes.

e Capital Gains: Familieswithincomesbel ow $250,000
will continueto pay the capital gainsratesthat they pay
today. For thosein the top two income tax brackets—
likewiseadjustedto affect only familiesover $250,000
— Obama will create a new top capital gains rate of
20 percent. Obama's 20 percent rate is equal to the
lowest rate that existed in the 1990s and the rate that
President Bush proposed in 2001. Itisalmost athird
lower than the rate that President Reagan signed into
law in 1986.

e Dividends: Thetop dividendsratefor people making
over $250,000 would be set at 20 percent. Dividends
will not return to being taxed at ordinary income tax
rates. Obama's 20 percent rate dividends will be
39 percent lower than the rate President Bush pro-
posed in 2001, and would belower than all but 5 of the
last 92 years we have been taxing dividends.

e EstateTax: Theestatewould be effectively repealed
for 99.7 percent of estates. For the remaining 0.3% of
estatesover $7 million per couple, Obamawill retaina
rate of 45%. This policy would cut the number of
estates covered by the tax by 84 percent relative to
2000.

e Average Tax Rates Below the 1990s. Overall, the
top 1 percent of households — people with an average
income of $1.6 million per year —would see their
average federal income and payroll tax rate increase
from 21 percent today to 24 percent, less than the
25 percent of these householdswould have paid under
the tax laws of the late 1990s.

This information was obtained from
www.barackobama.com. Additional informationisavail-
able on this site. If you have questions or would like
additional information please contact your Account Man-
ager at Nohre.
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ONLINE SELLERS ALERT

On July 30, 2007, President Bush signed the“Housing
AssistanceTax Actof 2008 intolaw. Oneprovisionof this
law addsnew reporting requirementsfor credit cardissuers
and electronic payment processors, such as PayPal.

Beginningin2011, credit cardissuerswill berequiredto
fileaForm 1099 for merchantswith grosssal esof morethan
$10,000 and more than 200 transactions in a given year.
Thisincludes sales made on Ebay and other similar online
websites.

If youconduct onlinesalesitisimportant that youreport
al incomerelating to these activities. Expensesrelating to
these activitiesmay or may not befully deductible depend-
ing on whether the activity isan active trade or business or
a hobby. As agenera rule the IRS has considered an
activity a trade or business, rather than a haobby, if the
taxpayer has had profitsrelating to the activity for three of
the past five years. If you are frequently making online
sales and intend on deducting business expenses it is
recommended that you distinguish your business transac-
tionsfrom personal transactions. Thismightincludesetting
up a separate bank account for thistype of activity.

If you haveany questions, please contact your Account
Manager.

BizarreDrivingL aws
Still ontheBooksAroundtheCountry

Alabama- Itislegal to drivethe wrong way down aone-way
street as long as a lantern is attached to the front of
your car.

Alaska- Itisillegal totie adog to the top of your car.

California- No unoccupied vehiclemay exceed 60 miles
per hour.

Florida- If an elephant istied to a parking meter, the owner
or attendant must deposit money in the meter.

Kentucky - It is considered unlawful to transport anice
cream cone in your back pocket.

Massachusetts - Y ou will be ticketed if you drive with a
gorillain the backsest of your car.

Minnesota- It isillegal to cross state lines, regardlessif you
arewalking or driving, with aduck on your head. And,
if you are crossing into Wisconsin, the law also applies
to chickens.

New Jersey - If convicted of driving whileintoxicated, you
permanently |lose the option of registering for a vanity
license plate.

Oregon - You will beticketed if you leave your car door
open longer than is deemed necessary.

West Virginia- It isperfectly legal, for road maintenance
purposes, to scavenge road kill.

US TREASURY TO TEMPORARILY
EXTEND INSURANCE COVERAGE
TO MONEY MARKET ACCOUNTS

The US Treasury has announced it will insure money
market accountsheld by investors, 401(K) participantsand
pension planswhich previously were not insured.

The amount insured is the balance in money market
accounts as of September 19 and the guarantee will be for
90 days, at which time the US Treasury will reassess the
need to continue to insure money market accounts.

Mutual fund sponsors must buy insurance from the
government in order for the money market accountsto be
insured. If amoney market fundfailsandthebalanceinany
money market account ismorethanthe balance on Septem-
ber 19, the excess over the insured amount will be subject
to the reduction in liquidation of the money market fund.

MINNESOTA CONSTRUCTION
CONTRACTORS

Beginning January 1, 2009, a construction contractor
whomakespaymentsto anindividual constructioncontrac-
tor carrying on atrade or business as a sole proprietorship
must deduct and withhold 2% of the payments(s) as
Minnesotaincometax withholding.

Payments are subject to 2% withholding only if the
work was performed in the state of Minnesotaand the total
payments during the year exceed $600.

Y ou must register for a seven digit Minnesota tax 1D
number if you are required to withhold Minnesotatax.

Y oumust issueaForm 1099-M| SCto report payments
of $600 or moreto an individual construction contractor.

For more information on the Minnesota income tax
withholding contact your Nohre Account Manager.
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2009 INFLATION ADJUSTMENTS
WIDEN TAX BRACKETS AND EXPAND
TAX BENEFITS

By law, thedollar amountsfor avariety of tax provisions
must be revised each year to keep pace with inflation. As
a result, more than three dozen tax benefits, affecting
virtually every taxpayer, are being adjusted for 2009. Key
changes affecting 2009 returns, filed by most taxpayersin
early 2010, includethefollowing:

e The value of each personal and dependency ex-
emption, availableto most taxpayers, is$3,650, up
$150 from 2008.

e Thenew standard deductionis$11,400for married
couplesfiling ajoint return (up $500), $5,700 for
singlesand marriedindividual sfiling separately (up
$250) and $8,350for headsof household (up $350).
Nearly two out of threetaxpayerstakethestandard
deduction, rather thanitemizing deductions, suchas
mortgageinterest, charitablecontributionsand state
and local taxes.

e Tax-bracket thresholds increase for each filing
status. For amarried couplefilingajoint return, for
exampl e, the taxable-incomethreshold separating
the 15-percent bracket fromthe 25-percent bracket
is$67,900, up from $65,100in 2008.

e Themaximumearnedincometax creditforlowand
moderate income workers and working families
withtwoor morechildrenis$5,028, upfrom$4,824.
Theincomelimitforthecreditforjointreturnfilers
with two or more children is $43,415, up from
$41,646.

e Theannual giftexclusionrisesto $13,000, upfrom
$12,000in2008.

IRS ALERTS CONSUMERS OF
SUSPICIOUS E-MAILS
AND IDENTITY THEFT

The IRS wants you to know that they do not send
taxpayers e-mails about their tax accounts.

Beonthealert for emailsand phone calls claiming to
be the IRS of afederal agency. The IRS says; “These are
almost certainly ascamwhose purposeisto obtain personal
and financial information— such asname, Social Security
number, bank account and credit card or even PIN numbers
— from taxpayers which can be used by the scammers to
commitidentity theft.”

These fraud situations will direct you to a website
where you are asked to disclose personal information —
DON’'T BE FOOLED — these sites may ook official but
certainly are not.

ThelRSsaysthat theway to get atax refund or stimulus
payment, or to arrange for a direct deposit, isto file atax
return.

For more information on consumer scams go to
Suspicious e-Mails and Identity Theft at:
http://www.irs.gov/newsroom/article/0,,id=155682,00.html

NOHRE STAFF
COMMUNITY DEVELOPMENT

Pleasejoinusincongratul ating Debbie
Williams for her recent appointment
to the Eau Claire Children’s Theatre
(ECCT) board.

We got a face-lift...

Check out our new Nohre website @ www.nohre.com

Useyour account number to accessthe secureareawhereyou will find our Nohre Directory
and Library Resource area (under construction). Contact us with questions.
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Meet the Nohre Saff
LisaGast, CPA

Pleasejoin usin welcoming the newest member of our team, Lisa Geist, CPA. Lisacomesto uswith awealth of expertise
and specializationin construction and real estateincluding property management. Weareexcited to have her on our team. She
will be areal asset, as atax preparer, this upcoming tax season.

Employment
Lisa spent the first ten years of her accounting career in public accounting with alocal CPA firm. She moved to the

private sector working for alarge property management and real estate company. Returning to the public sector after
fiveyears; Lisanow specializesin tax, construction and general services.

Education
Lisa earned her Bachelor of Science in Business Management in 1982;
e her accounting degreein 1994 from UWEC,;
e isaCPA; and

e alicensed real estate agent.

Areas of Expertise

e Tax Planning and Preparation
Construction

Y ear-End Financial Reporting
Accounting Services

General BusinessConsulting

Professional Organizations
e Redltors Association of Northwestern Wisconsin
e FEau Claire Chamber of Commerce

Hobbies

e Golf

* Racquetbal Lisa Geist, CPA
e Family

Direct - (715) 833 - 6749
Toll Free- (800) 785 - 8719
Email - lisa@nohre.com

"KoHRE
REPORT

NEWSLETTERPOLICY

This newsletter is designed to presentinformation on business and tax mattersin general
terms andis notintended to beused as abasis for specific action without obtaining further
advice.
Editor: Deb Stange
Please forward comments to newsletter@nohre.com
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