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(Continued from Cover)
Vacant Land

The new regulations are favorable to homeowners who
subdivide their property and sell their dwelling unit in
one transaction and adjacent vacant land in another. In
this situation, you may apply the exclusion (up to atotal
of $250,000 or $500,000) to the combined transactions,
provided (1) you used the land as part of your principal
residence, (2) theland sale occurswithintwo yearsbefore
or after the sale of the residence, and (3) you otherwise
meet the requirements for claiming the exclusion.

Reduced Maximum Exclusion

The full $250,000/$500,000 gain exclusion is available
for asaleof your principal residence only if you meet the
tax law’stiming, ownership, and use requirements. What
happensif you don’'t? Isthere any tax break availablefor
your sale? Possibly, if the primary reason for your sale
was an “unforeseen circumstance” or a change in health
or place of employment affecting you or another qualified
individual (your spouse, a co-owner of the home, or a
member of your household). In such cases, you may be
ableto use areduced maximum exclusion to shelter all or
part of your gain from tax.

Unforeseen circumstances include:

death;

divorce or legal separation;

becoming eligible for unemployment compensation;

multiple births resulting from the same pregnancy;

damage to the residence resulting from a natural or

man-made disaster, or an act of war or terrorism; and,

e condemnation, seizure, or other involuntary
conversion of the property.

To be eligible for areduced maximum exclusion because
of a change in place of employment, you or another
qualified individual generally must have changed the
location of your employment (or self-employment). The
new work location must be at least 50 miles farther from
the sold residence than the former workplace was. In the
case of someone who was not previously employed or
self-employed, the distance test is met if the new job or
business location is at least 50 miles away from the sold
residence.

The health condition test is met if the primary reason for
the salewasto obtain, provide, or facilitate the diagnosis,
cure, mitigation, or treatment of a qualified individual’s
disease, illness, or injury. Similarly, the test is met if the
residence was sold in order to obtain medical or personal
care for a qualified individual suffering from a disease,
illness, or injury.

Have Questions?

The new regulations contain numerous other details and
examples. If you are planning to sell your residence— or
have sold aresidence recently — please don't hesitate to
call on us for tax advice. We would be happy to assist
youl.

PROPOSED NEW TAX LAWS

PERPLEXING AND EVER CHANGING
By Harvey McCown

Presdent Bush has proposed tax law changes that could be of
great bendfit toyou. Paliticshave comeinto play (not to mention
the possble war with its funding needs).

The Presdent’sproposasinclude:
1. Accderate the tax rate cuts passed last year and make them

effective 1/1/03. Democrats have proposed to freeze the tax
ratesa the 2002 leve and not dlow the additiona cuts.

. Provide 100% dividend excluson a the individua level.
Alternativeproposa sindudea50% exclusion, a$3000-$5000
exduson, andevenadeductionfor thecorporationfor dividends

pad.

. Businesses can now expense $25,000 of their equipment
purchases if thar tota purchases for the year do not exceed
$200,000. The President proposes to increase those limits to
$75,000 and $325,000.

. Provide rules to permit donating IRAS to charities without
uffering tax pendties.

The Democrats have responded with such suggestionsas:

1. Provide atax rebate of $300 for asingle person and $600to a
married couple. Thisrebate would go to anyone with earned
income and not jugt to those paying tax.

2. Thecurrent depreciaion rulesalow a30% fird year write off

for new purchases(witha20year recovery period or less) during
(Continued on Page 4)
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NOTARY SERVICES

Did you know that Brown
Armstrong offers Notary
Services?

Ruth Lewis, from our Shafter
officeis now anotary.

In addition to Ruth providing service in our Shafter
office, Madeline Parra, Melinda McDaniels and Tamara
Acar provide notary servicesin the Bakersfield office.



Staff News

Kim Sloan will be
graduating in June from
CSUB with an accounting
degree. Prior to his career
in accounting, Kim spent
almost ten years in the
United States Airforce.

Ryan Nielsen is a
recipient of a scholarship
from Brown Armstrong
and will graduate from
CSUB inJune. Heisa
member of the Active 20/
30 club.

Richard Gammel is also
a Brown Armstrong
scholarship recipient and
will graduate in June from
CSUB with a degree in
accounting.

Victoria Nguyen comes to
us from the state of
Maryland as a senior
accountant. She has
extensive background in
business and tax
strategies.

Welcome!

Hanna Sheppard is
currently attending CSUB
and will graduate in June
with a major in accounting.
She has a business
background in the
agricultural industry.

Brian Letlow is our new IT
Director. He has a BS
degree in Business
Administration with a
concentration in
Management Information
Systems and is Microsoft
certified.

Congr at ul at | ons!

job!

Audit Manager, Eric Xin and his

all four parts of the
CPA Exam. Good

wife, Pamela gave birth to their first child.
Christina was born on
March 3, 2003 at 3:03 p.m.



Proposed New Tax Laws
Perplexing and Ever Changing
Continued from Page 2

Even the AFL-CIO has gotten into the picture proposing a
3.5% rebate on the first $15,000 of aworker’s earningsfor
2002.

IRA revisions are on the table with new initials;

RSA — Retirements savings accountsto replace Roth
IRA and increase the contribution limit to $7,500 per
yed.

LSA — Lifetime savings accounts with an annual
contribution limit of $7,500to be held for any reason.

Andif thatisnot “ clear” enough—consider Cdlifornia. The
budget crisis has “everything on the table” when it comes
to tax changes. Remember, the legidature can pass a tax
bill as late as April 15, 2003 and make it retroactive to
January 1, 2002! Can that happen? Congress did it last
year when the tax bill became law on March 18, 2003 and
was retroactive to September 11, 2002.

Enjoy your tax planning. We hope that whatever our
government does turns out good for you and our country.




