CCH Tax Briefing:
KATRINA EMERGENCY

TAX RELIEF ACT OF 2005

September 23, 2005

N Y Y

N XY X

Help for Individuals ........... 1
Checklist of Major Benefits ...
Scope of Katrina Relief ..... 3
Charitable Contributions....
Helping Business Recover ...

IRS Responds to Katrina ..

Highlights
$6.11 Billion in Tax
Breaks
21 Major Relief
Provisions
Varying Sunset Dates
Through 2007
Penalty-free

Withdrawals from
Retirement Plans

Relaxed Casualty-
LossRules

Higher Charitable
Mileage Rate
Enhanced WOTC
Roundup of IRS
administrativerelief

Predictions of more
legidlativerelief

Contents:

Time Line of Katrina

Act Benefits....ccooirrmniiinnnnnns 7

President Signs Emergency Tax Relief
Act To Aid Katrina Victims, Volunteers
And Donors; IRS Also Takes Action

“We will rebuild this great city,” Presi-
dent Bush told the nation on September
15. The rebuilding of New Orleans and
the rest of the hurricane-ravaged Gulf
Coast will require a massive investment
infinancial and human capital. Congress
has responded quickly, unanimously
passing the Katrina Emergency Tax Re-
lief Act of 2005 on September 21. Presi-
dent Bush promptly signed the bill into
law on September 23. The $6.1 hillion
act speeds tax relief to individuals and
businesses reeling from the devastation
of Hurricane Katrina. It also helps the
thousands of relief workersand thosewho
are contributing through donations and
in other ways.

Billions in relief

Immediately after Hurricane Katrinahit,
Congress appropriated $10.6 billion for
relief work. Congress has since added
$51.8 billionandislikely to appropriate
even more. In addition to these huge
appropriations, Congress has passed the
KatrinaEmergency Tax Relief Act of 2005
(H.R. 3768). The new law givesHurri-
cane Katrina victims — individuals and
businesses — temporary tax breaks
scored by the Joint Committee on Taxa-
tion at over $6 billion.

@D Most of the spedial relief

provisonsintheKatrina Emergency
Tax Rdief Act of 2005 are specific
only to Hurricane Katrina victins.
Within that group, benefits vary de-
pending upon location. Mctims of

future disasters will not automati-
cally receive smilar treatment with-
out further enabling legidation.

HELP FOR
INDIVIDUALS

The Katrina Emergency Tax Relief Act of
2005 containstax breaksnot only for vic-
tims of the disaster but also for individu-
als and businesses helping in the recov-
ery. Sen. Max Baucus, D-Montana, pre-
dicted that the new law isjust the begin-
ning. “Additional legidationisbeing read-
ied that will facilitate reconstruction, spur
economic development and address the
needs of the working poor.”

Casualty losses

Thenew law liftsall casualty lossrestric-
tions for victims of Hurricane Katrina.
Generally, nonbusiness casualty losses
are deductible only to the extent they
exceed: (1) 10 percent of thetaxpayer’s
adjusted gross income and (2) a $100
floor. Casualty losses that arise in the
Hurricane Katrinadisaster areaon or af -
ter August 25, 2005, and that are attribut-
ableto Hurricane Katrinaare not subject
to these restrictions.

@ The new law effectively

treatsHurricane Katrinalossesas

a separate deduction from all

other casualty losses. Hurricane

Katrina losses are disregarded
Continued on page 2
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when computing other casualty
losses sustained by the taxpayer.
Other casualty losses remain
subject to the 10 percent thresh-
old and $100 floor.

@ The new law does not

changethe fact that only taxpay-
ers who itemize deductions can
take a casualty loss. However,
for those who do itemize, the
mor e generous casualty losslim-
its also apply in computing al-
ternative minimum tax (AMT).

Planning tip. Taxpayers in
Presidentially-declared disaster
areas have the option of deduct-
ing the loss on the return for the
year in which the loss occurred
(2005 for Hurricane Katrina
victims) or deducting thelosson
their previous-year returns
(2004). Elimination of the 10
percent/$100 limits will mean
larger refunds for Katrina vic-
tims who amend 2004 returns.

Preserving tax benefits

Many of the evacuees from the Gulf
Coast left home with very little. Not
only are they homeless, many are job-
less. Relocation and a change in em-
ployment affect a person’s tax status.
Hurricane Katrina victims can, if they
choose, usetheir 2004 incometo cal cu-
late the child credit and the earned in-
come tax credit for atax year that in-
cludesAugust 25, 2005. To beeligible,
taxpayers must have lived in (1) the
core disaster area or (2) the Hurricane
Katrina disaster area and been dis-
placed from hisor her home by reason
of Hurricane Katrina, as of August 25,
2005. In addition, the earned incomefor
2005 must be lessthan 2004 earned in-
come. For tax yearsbeginningin 2005
or 2006, the IRS is authorized to make
adjustments in the application of the
tax laws necessary to ensure that tax-

payers do not lose any deduction or
credit or experienceachangeinfiling sta-
tus by reason of temporary relocations
caused by Hurricane Katrina. Any such
adjustment must also ensure that an in-
dividud isnot taken into account by more
than onetaxpayer with respect tothe same
tax benefit. The JCT explanation points
out that such adjustments may include
addressing the application of the resi-
dency requirements relating to depen-
dency exemptions.

Extended tax deadlines

After HurricaneKatrinahit the Gulf Coast,
the IRS extended tax filing and payment
deadlinesto January 3, 2006. Congressis
now giving affected taxpayerseven more
time. Qualifying taxpayershave until Feb-
ruary 28, 2006, tofileany returnsand pay
taxes for any period that had not expired
beforeAugust 25, 2005.

@ Some lawmakers ques-

tioned whether the IRS had the au-
thority to extend excise and employ-
ment tax deadlines in addition to
income, estate, and gift tax dead-
lines. Congress included this pro-
vision to remove any doubt.

Early distributions from IRAs
and pensions

Early digributionsfrom IRAS, 401(k) plans,
and other retirement savings vehicles are

usually discouraged and taxpayersrisk pen-
atiesfor making early distributions unless
there are specia circumstances. The new
law relaxesthetough restrictionsfor quali-
fied Hurricane Katrinadistributions.

Penalty-free withdrawals. Victims
may withdraw upto $100,000froman IRA,
401(k) plan, or similar savings plan with-
out penalty for distributions made on or
after August 25, 2005, and before January
1,2007. Quélifying victimsmust have had
their principal homeinthe Katrinadisas-
ter areaonAugust 28, 2005, and must have
sustained an economic loss. (The
$100,000limit isapplied for each taxpayer
and not to each retirement account.)

Extended rollover period. Taxpayers
who are ableto repay the distributions have
three yearsto put the funds back and gener-
aly qudify for rollover trestment. Otherwise,
they will betaxed onther distributions.

Additionally, taxpayers who with-
drew funds from an IRA after February
28, 2005, and before August 29, 2005, for
afirst-time home purchase but who could
not complete that purchase, because of
HurricaneK atrina, may put thefunds back
in their IRAswithout penalty, if done by
February 28, 2006.

Three-year incomeaveraging. Tax-
payers who cannot avoid income tax on
their penalty-freewithdrawalsare allowed
to spread that income evenly over three
years (unless they elect out of this spe-
cid treatment).

CHECKLIST OF MAJOR BENEFITS

The Katrina Emergency Tax Relief Act of 2005 includes provisionsthat include:

Expanded qualified plan loan limits

Suspension of personal casualty lossAGI and dollar floors
Penalty waivers/income averaging for IRA/retirement plan withdrawals

Exemptionsfor housing displaced individuals

Higher standard mileage rate for vehicle use by volunteers
2004 incometo compute 2005 earned income/child tax credits
No discharge of indebtedness income

Extended replacement period for gain nonrecognition
Suspension of limits on charitable deductions

Expanded food/book donation deduction

Work Opportunity Credit to cover Hurrican Katrinaemployees
New Employee Retention Credit for small business

Relaxed mortgage revenue bond rules
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@Qualified Hurricane

Katrina distributions are not sub-
ject to the 20 percent withhold-
ing normally required of distribu-
tionsother than trustee-to-trustee
rollovers. Therealsoisnorequire-
ment on the size of the economic
loss sustained by a qualifying tax-
payer or on the necessity that any
withdrawal be used to addressan
economic loss.

Planningtip. Victimswho expect
to be unemployed for awhile
might want to defer withdrawals
until 2006 and then elect not to
3-year income average, thereby
putting all of their distributionin-
come into the year when their
gross income is otherwise low.

The new law also increases the
amount Hurricane Katrina victims can
borrow fromtheir pension plans. Instead
of amaximum of $50,000, they canborrow
up to $100,000. Thisprovision is effec-
tivefor loansmade on or after September
23, 2005, and before January 1, 2007.

@Hurricane Katrina vic-

tims need to carefully weigh the
pros and cons of taking early dis-
tributionsandloansfromIRAsand
other savings plans. Taxpayers
who are far from retirement may
want to preserve their savings for
when they retire and, in the mean-
time, seek a personal loan from a
bank or possibly borrow fromfam-
ily membersor friends.

Any qualified loan outstanding on
or after August 25, 2005, with any required
payment due datefalling between August
25 and December 31, 2006, will havethat
required due date delayed for one year.
Subsequent repayment scheduleswill be
adjusted accordingly for thefive-year and
level-payment requirements.

@ ThelRShas separately

made some changesto the hardship
distribution and loan rules for
401(k) plans and similar plans.
Plans can make loans or distribu-
tions based on the employee's au-
thorization, without waiting for the
normal documentation required to
justify the distribution. The plan
can make the loan or distribution
even if its terms do not authorize
the payment. Plan participantsin
another part of the country can
take a loan or hardship distribu-
tion to help family members living
in the disaster area.

Extended nonrecognition
replacement period

Generdly, taxablegain created by insurance
proceeds received for damaged property
may go unrecognized if the taxpayer ac-
quires replacement property within a cer-

tain period of time. That replacement pe-
riod has been extended, both for business
and for persona residence property. An
individua whoseprincipa placeof busness
is located within a Presidentially-declared
disaster areanormaly hasfour yearsto re-
placetheresidencewithout recognizing any
gainoninsurancereimbursement. For prin-
cipa residences damaged by Hurricane
Katring, the replacement period has been
extended to five years. Businesses gener-
aly mugt invest in replacement property
withintwoyears. Thenew law aso extends
that reinvestment timeframe to five years.
For both individuals and businesses, the
replacement property must belocatedinthe
disagter areato qudify for the extended re-
placement period.

Planningtip: Many homeowners
will be better off recognizing the
gain and using the $250,000/
$500,000 homesale exclusion
available to all taxpayers, since

SCOPE OFKATRINARELIEF
The* Hurricane Katrina disaster area” isthe area declared by the President to
beamagjor disaster areabefore September 14 in connection with Hurricane Katrina.
A “ Core Disaster area” isthat part of the generally declared disaster area
determined by the President to warrant individual or individual and public
assistance from the federal government under the Robert T. Stafford Disaster

Relief and Emergency AssistanceAct.

Benefits applied to the general Hurricane Katrina disaster area include:

m Retirement plan distributions/loans

Cancellation of nonbusiness debt (if economic 10ss)
Replacement period for nonrecognition of gain

Earned income credit (only if displaced from principal residence)
Exemption for housing adisplaced individual

Suspension of personal casualty loss limitations

Exclusion for housing adisplaced individual

Employee retention credit for businesses

Benefits limited to Core disaster areas include:

m Work Opportunity Tax Credit

m Employee Retention Credit for businesses

m Cancellation of nonbusiness debt
= Mortgage revenue bonds
m Earnedincomecredit quaification

Benefits if atiributable to or in connection with Hurricane Katrina:
m Suspension of charitable Corporate contribution limitations
m Filing and payment deadlines extended
m Exclusion fromincome of mileage reimbursementsto charitable volunteers
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using the replacement property
rules requires carryover basis.
The use of the nonrecognition
provision is elective. Those
homeowners with gain in excess
of the homesale exclusion should
consider using the replacement-
period rulefor that excessportion
of their gain only.

Discharge of indebtedness

A discharge of indebtedness generally
is taxable. The new law removes this
restriction for victims of Hurricane
Katrina whose principal residence on
August 25, 2005, waslocated inthe core
disaster areaor inthe Hurricane Katrina
disaster area (but outside the core area)
and who suffered economic loss. The
debt provision applies to discharges
made on or after August 25, 2005, and
before January 1, 2007.

@ Certain mortgagelend-

ers plan to forgive outstanding
mortgage balances in instances in
which there was underinsurance.

Caution. The provision applies
only to nonbusiness debt. In ad-
dition, it does not apply to any
discharge of indebtedness to the
extent that real property consti-
tuting security for such indebted-
ness islocated outside the Hurri-
cane Katrina disaster area.

Mortgage revenue bonds

Thenew law expandseligibility for state
and local-government issued mortgage
revenue bonds to finance low-interest
mortgages. Typicaly, only first-time
homebuyers are eligible for the below-
market mortgages. The new law waives
thefirst-time homebuyer requirement for
qualified Hurricane Katrinarecovery resi-
dences. A “qualified Hurricane Katrina
recovery residence’ isany residencein
the core disaster area or any other resi-

dence, if on August 28, 2005, the mort-
gagor owned aprincipal residenceinthe
Hurricane Katrinadisaster areathat was
rendered uninhabitable by reason of
Hurricane K atrinaand the residence be-
ing financed islocated in the same state
as the prior principal residence. Resi-
dences financed through 2007 qualify.
The provision also alowsup to $150,000
of loan proceeds to be used to repair
Hurricane K atrina-damaged homes.

CHARITABLE
CONTRIBUTIONS
AND ACTIONS

Giving shelter to evacuees
Americans have opened their homesin
unprecedented numbers to give shelter
to evacuees. Thenew law rewardsthose
generous homeowners (and renters) with
aspecial tax deduction for tax years be-
ginningin 2005 or 2006. Individualswho
use their principal residence to provide
housing free of charge to evacuees (re-
ferred to as Hurricane Katrina displaced
individuals) for at least 60 consecutive
daysmay claim aspecial $500 deduction
from taxable income for each evacuee
residing in the taxpayer's home. The
deduction is capped at $2,000 total and
may be claimed once for al tax years
(which effectively limitsit to providing
shelter for four evacuees). The shelter
also must be in the taxpayer’s principal
residence. In addition, the evacuee's
principal place of abode must have been
inthe Hurricane Katrinadisaster areaas
of August 28, 2005.

Theincome-based phase outs appli-
cableto other exemptionsdo not apply to
thespecial Hurricane K atrinaexemption.

Example. KimlivesinMemphis. She
opens her home to five evacuees
fromNew Orleans, Antonio, Isabel,
and their three children. Antonio,
Isabel, and their children arrive at
Kim's home on September 29 and
stay rent freewith Kimuntil Decem+
ber 26. Kimmay claimthe special
$500 deduction for four of her

evacuee-houseguests, up to the
maximum $2,000.

Caution. AHurricaneKatrinadis-
placed individual for purposes of
the deduction does not include the
spouse or any dependent of the
taxpayer providing shelter. A non-
dependent cousin, aunt, or other
relative, however, can qualify. This
deduction may be taken whether
or not thetaxpayer itemizes deduc-
tions. The evacuee’s taxpayer
identification number must be in-
cluded on the return of the tax-
payer claiming the deduction.

@ Although a charitable

deduction generally cannot be taken
when donations are given directly
to a person rather than a charitable
organization, many individuals are
opening their homesto strangers se-
lected and sent by a particular chari-
table organization. Those individu-
als may be able to take a charitable
deduction for rental value and food
given to their houseguests as a do-
nation to the organized charity. In
that case, the charity must complete
the proper substantiation paperwork
needed for a deduction. The double
benefit of a charitable deduction and
a $500 exemption, however, is un-
likely, based on legidative language
that denies the exemption if the tax-
payer receives any rent or other
amount “ from any source” in con-
nection with providing the housing.

Charitable contributions

Generally, for individuals, contributions
to tax-exempt charitableorganizationsare
limited to 50 percent of the taxpayer’s
contribution base (adjusted gross in-
come) for the tax year. Any excess
amount may be carried over for aperiod
of uptofiveyears. Thenew law removes
the 50 percent limitation for all cash do-
nations to a charitable organization de-
scribed in Code Sec. 170(b)(1)(A) (other
than asupporting organi zation described
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in Code Sec. 509(a)(3)) for the period
beginning on August 28, 2005, and end-
ing on December 31, 2005. Under the
provision, an individual’s deduction for
qualified contributionsis allowed up to
theamount by which the taxpayer’s con-
tribution base exceeds the deduction for
other charitable contributions. Contribu-
tionsin excessof thisamount are carried
over to succeeding tax years. The provi-
sion also exempts those donations from
the application of the phase-out of item-
ized deductionsfor high-AGlI taxpayers.
A taxpayer must also elect to have con-
tributions treated as qualified contribu-
tions under these provisions.

@This provision is one of

the few that does not require a con-
nection with Hurricane Katrina.
Any and all cash contributions
made by an individual taxpayer
made after August 27" through the
end of the year qualify for exemp-
tion fromthe contribution baserule.

Mileage reimbursement
Taxpayers using a personal vehicle for
any charity work may claim atax deduc-
tion of 14 cents per mileinlieu of ade-
duction based on actual expenses. The
new law raises the statutory standard
mileage rate for charity work related to
Hurricane Katrina to 70 percent of the
standard business mileage rate for the
period beginning on August 25, 2005,
and ending on December 31, 2006,
rounded up to the next highest cent. The
standard business mileage rate is 40.5
cents-per-milethrough August 31, 2005.
The standard business mileage rate is
48.5 cents/per/mile for the September 1
to December 31, 2005 period. Therefore,
thenew mileageratefor charity work re-
lated to Hurricane Katrina is 29 cents-
per-mile during the period of August 25,
2005, through August 31, 2005. The new
mileageratefor charity work, therefore,
is34 cents-per-milefrom September 1 to
the end of the year. It will be adjusted
for 2006 oncethe RS releases the 2006
mileagerateslater thisyear.

Planning tip. The IRS has indi-
cated that it will hold off setting
the standard mileage rates for
2006 until close to January 2006.
Next year’s rate could be lower
than 48.5 cents per miles, thusre-
ducing theratefor charitablework
related to Hurricane Katrina.

If the taxpayer is a volunteer and he or
sheisreimbursed for the costs of using a
passenger automobilein connection with
providing relief to Hurricane Katrinavic-
tims, thereimbursement received froman
organization describedin Code Sec. 170(c)
isexcluded from hisor her income up to
the amount that equals the full standard
businessmileagerate. Thisexclusion pro-
vision applies to automobile usage dur-
ing the period beginning on August 25,
2005, and ending on December 31, 2006.

Reminder. Parking feesandtolls
may also be deducted separately
by taxpayers claiming the statu-
tory standard mileage rate for
charity work. \olunteers who
drivefromtheir home statesto the
Katrina disaster area presumably
are covered for that leg of their
journey as well asfor vehicle use
while in the disaster area.

Planning tip. The JCT explana-
tion of the new law indicates that
taxpayers deducting vehicle ex-
penses must substantiate that ex-
penseswereincurredin providing
relief related to HurricaneKatrina.
At minimum, substantiation en-
compasses reliable written
records regarding the number of
miles driven, the dates on which
thetaxpayer incurred the mileage,
the name of the charitable organi-
zation for which serviceswerepro-
vided, the locationswhere the tax-
payer provided services to the
charitable organization, and the
charitable purposesof the services,
that must relateto providing relief
related to Hurricane Katrina.

Corporate donations

The charitable contribution deduction for
acorporationisgeneraly limited to 10 per-
cent of its taxable income for the year in
which the contribution wasmade. Excess
amountsmay becarried over for uptofive
years, but deductions in those years are
adsosubject tothemaximumlimitation. The
new law waives the 10 percent limitation
for Hurricane Katrinaonly cash donations
made by corporate donors to a charitable
organization described in Code Sec.
170(b)(1)(A) (other than supporting orge-
nizations describedin Code Sec. 509(8)(3))
during the period beginning on August
28,2005, and ending on December 31, 2005.
The corporation’s qudified contributions
must be for relief efforts related to Hurri-
cane Katrinaand the corporation must e ect
to havethe provisionsapply. The JCT ex-
planation notes that the corporation must
substantiate that the contribution is made
for HurricaneKatrinardief efforts. (Thisis
not required for individual taxpayers.)

@ This additional incen-

tivewould cover, for example, cor-
porate employer s that are match-
ing donations made by employees
to relief organizations.

Food and book

inventory donations

Food. C corporations may claim an en-

hanced deduction for contributions of in-

ventory to 501(c)(3) organizations (except

private nonoperating foundations) that are:

s Used consistent with the donee's ex-
empt purpose solely for the care of the
ill, needy or infants;

s Not transferred in exchangefor money,
other property, or services; and

s Substantiated by a written statement
that their use will be consistent with
such requirements.

Donated property that meets these
Code Sec. 170(e)(3) requirementsis de-
ductiblein anamount that isthe lesser of:
s The basis of the property, plus one

half of the excess of fair market value
over the basis; or
s Two timesthe basis.

CCH
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The new law extends these provi-
sionsto S corps, partnerships and sole
proprietorships. Under the Act, any
taxpayer, whether or not a C corpora-
tion, engaged in atrade or business, is
eligible to claim the enhanced deduc-
tion for contributions of food inven-
tory to an organization described in
Code Sec. 501(c)(3). For taxpayers
other than C corporations, the total
deduction for food inventory contri-
butionsin atax year generally may not
exceed 10 per cent of the taxpayer’snet
income for such tax year for all trades
or businesses, including sole
proprietorships, S corporations, part-
nerships, or other entities, from which
such contributions were made.

Caution. Thededuction for con-
tributions of food inventory ap-
pliesonly to “ food that is appar-
ently wholesome” defined asfood
intended for human consumption
that meets all quality and label-
ing standards imposed by appli-
cable law, even though it may not
be readily marketable for vari-
0US reasons.

This provision for food inventory
applies to contributions made on or af-
ter August 28, 2005, in tax years ending
after such dateand will not apply to con-
tributions made after December 31, 2005.

Books. The new law also extends the
present-law enhanced deduction for con-
tributions of inventory by C corporations
under Code Sec. 170(e)(3) to qualified
book contributions. For contributions
made after August 28, 2005, and before

January 1, 2006, a C corporation may

claim an enhanced deduction equal to

the lesser of :

» The basis of the property, plus one
half of the excess of fair market value
over the basis; or

» Two timesthe basis.

A qudified book contributionisachari-
table contribution of books to a public
schoal that provides elementary education
or secondary education (kindergarten

through grade 12) and that isan educational
organizationthat normally maintainsaregu-
lar faculty and curriculumand normaly has
aregularly enrolled body of pupils or stu-
dents in attendance at the place where its
educationd activities are regularly carried
on. The deduction is only alowed if the
donee school certifiesinwriting that:

» Thebooksaresuitable, intermsof cur-
rency, content, and quantity for usein
the school’ s educational programsand

» The school will use the books in its
educational programs.

The deduction for qualified book
contributions applies to contributions
made after August 28, 2005, and before
December 31, 2005.

HELPING BUSINESSES
RECOVER

Work Opportunity Tax Credit
TheWork Opportunity Tax Credit (\WOTC)
encouragesemployersto hireeconomicaly-
chdlenged individuals. The credit gener-
aly equals40 percent of thefirst $6,000 of
wages ($3,000 for summer youth employ-
ees) paid to each targeted group member
during thefirst year of employment.

The new law creates a new target
group for the WOTC, “Hurricane Katrina
employess” A HurricaneKatrinaemployee
is an individual whose principa place of
abode was in the core disaster area on
August 28, 2005. If abusinessemployed a
particular worker on August 28, however,
itisingligibleforaWOTCfor that worker.

@ Under the new law, em-

ployers can take the credit for an
individual hired to work in a core
disaster area by August 27, 2007,
employers can take the credit for
a displaced individual hired by
December 31, 2005, regardless of
where the employee works. The
December 31, 2005, expiration
date of the WOTC is waived for
these employees.

Employee retention credit

A new tax credit is created to encourage
small employers to keep employees on
their payrolls. The credit is40 percent of
thefirst $6,000in wages paid to each eli-
gibleemployeeafter August 28, 2005, and
before January 1, 2005, by employerslo-
cated in the core disaster area, for the
period the business is rendered inoper-
able as a result of damage caused by
Hurricane Katrina.

@Thiscredit, unliketheen-

hanced WOTC, isonly availableto
small employers. The new law de-
fines “ small employer” as a busi-
ness that employed an average of
no more than 200 employees dur-
ing the tax year.

Excise and employment

tax deadlines

The new law further extends deadlines
previously extended by the IRSthrough
administrative rulemaking. Deadlines
for filing tax returns and making pay-
ments for income, estate and gift, ex-
cise, and employment taxes have all
been extended until February 28, 2006
for affected taxpayers (victims and
volunteers).The law clarifies that the
IRS hasthe authority to extend employ-
ment and excise tax deadlines.

IRS RESPONDS
TO KATRINA

In aseries of rapid-fire announcements

immediately after Katrina, the IRS has:

» Extended filing and payment deadlines;

» Allowed employees to donate leave
to help victims;

» Set up atoll-free number for taxpayer
assistance;

» Partnered with tax professionals to
helpvictims;

» Extended Form 5500 qualified plan
deadlines;

» Extended minimum funding plan con-
tribution deadlines;

» Raised the standard mileagerate;

» Givenrelief workerssomehelp;
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Expedited charity applications;

n Given tax-exempt bond issuers more
timetofileinformation returns;

» Waived certainfuel excisetax rules; and

» Suspended somelow-income housing

credits.

TIME LINE FOR KATRINA ACT BENEFITS
2005 deadlines:
m Qualified contributions ..........ccovvrrrnissree s paid through 12/31/05
m Contributions of food/book inventory ...........ccccevevieenenes after 8/28/05 through 12/31/05
m Employment retention credit for displaced employees ...... hired on or before 12/31/05
2006 deadlines:

m Housing displaced individuals ..........cocoeeiieienieeciiieeenns 60 day period, through 2006
m Charitable use standard mileage rate.................... ..ending 12/31/06
Extended deadlines m Vehicle expense reimbursement for volunteers .... ..ending 12/31/06
and penalty relief m Home purchase recontributions ..........c.cccccveeee.. .. for distributions after 2/28/05

.. and before 8/29/05

ThelRSadministratively extended dead- B : .

. . . m Qualified distributions from retirement savings ....
linesfor filing returns and making pay- B PlaN (08NS ..o enssseon .
mentsafter Hurricane Katrina. The new m Nonbusiness debt fOrgiveness........ccoc..couvvurrrrrerrsssersnneens before 1/1/07

law codifies the IRS's action and ex- 2007 deadlines:
tends the deadlines to February 28, m Work opportunity tax credit within core areas .............. hired on or before 8/28/07

2006. TheIRSwill abate any penalties
for late filing or late payments that

would otherwise apply.

D Relief is automatic in

areas designated by FEMA as
“individual assistance areas.”
These are the hardest-hit areas.
“ Taxpayers will not have to do

sions and other relief avail-
able,” the IRS explained. In ar-
eas designated by FEMA as
“public assistance areas,” tax-
payers must identify themselves
as Hurricane Katrina victims.
Taxpayers outside of the disas-
ter area that qualify for exten-

sions and other relief also must
identify themselvesas Hurricane
Katrinavictims. The IRSis en-
couraging all affected taxpay-
ers to write “Hurricane
Katrina” in red across the top
of tax forms so its employees can
act quickly.

anything to obtain the exten-
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Count on CCH to provide you with practical and timely resources to help you

understand and comply with the newest tax laws.

Order today and put these references to work for you!

2006 U.S. Master Tax Guide® (89" Edition)—
Providesthe most current updates on federal taxation
changesthat will affect 2005 returns, including the
KatrinaEmergency Tax Relief Act of 2005. Price:
$62.50 per copy. Est. pub.: Nov. 2005, about 864 pages.
Book #: 05956301 C Click hereto order!

Internal Revenue Code: Income, Estate, Gift,
Employment and Excise Taxes, As of January
2006—Complete, unabridged text of the complete
Internal Revenue Codein two volumes. Reflectsthe
KatrinaEmergency Tax Relief Act of 2005, along with
al new statutory tax changes through January 1, 2006.
Price: $92.50 per copy. Est. pub.: Feb. 2006, about
4,785 pages, in two volumes (publishes twice each year).
Book #: 04800201 C Click hereto order!

2006 Feder al Tax Compliance M anual—Helpful guidance on federal tax
with afocuson compliance. Updated to reflect the Katrina Emergency Tax
Relief Act of 2005. Includes annuity, depreciation, withholding tablesand a
Quick Tax Facts card. Price: $225.00 per copy. Est. pub.: Dec. 2005, about
2,224 pages, |oose-leaf binder. Book #: 05816301 C Click hereto order!

EXPRESS ANSWERS SERIES—
Express Answers s a spiral-bound quick
reference series designed to help you and
your staff prepare 1040, 1120S S
corporation and 1065 partnership tax
returns quickly and accurately. Completely
updated to reflect the Katrina Emergency
Tax Relief Act of 2005.

e

1040 Express Answer s (2006)—Price: $35.00 per copy. Est. pub.: Dec.
2005, about 500 pages, spiral bound. Book #: 04518301 C
Click heretoorder!

1120S Express Answer s (2006)—Price: $35.00 per copy. Est. pub.: Dec.
2005, about 240 pages, spiral bound. Book #: 04524301 C
Click heretoorder!

1065 Express Answer s (2006)—Price: $35.00 per copy. Est. pub.: Dec.
2005, about 280 pages, spiral bound. Book #: 04550301 C
Click heretoorder!

1040 Preparation and Planning Guide (2006)—Provides precise
guidance on all the essentials of individual income tax return preparation.
Updated to reflect the Katrina Emergency Tax Relief Act of 2005. Price:
$89.00 per copy. Est. pub.: Jan. 2006, about 608 pages, including the Top
Federal Tax Issues CPE Course. Book #: 05458301 C

Click heretoorder!
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hot off the press!
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P.O. Box 5490
Chicago, IL 60680-9808 Visit
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