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AMERICAN JOBs CREATION ACT Cuts Taxes, CLOSES LOOPHOLES

§ Corp Rudes Modified

A simplification of the rules affecting
5 corporations is another aspect of
the new law likely to be of interest 1o
amall business owners, The number
of permissible number of 8 corpora
tion shureholders has been ineressed
from 75 1o 1M, Furthermore, mem-
bers af the same f-.l|||1i|.:|.' miy be treat-
ed as g mingle sharcholder in an 5
corporation, and the new law clurifies
what constitutes a “family.” These
and other LIlnlll'r:'l'h ta the rules showld
add to the popularity of the S corpo
FUELON 48 1 business enbily option,
evpecially smong small, lamily-run
husingsses,

Manufacturing Incentives
Manufacturers also benefit from the leg
islation, which expands the delimtion of
“mbnubucturer” to mchude more bsi
nesses wndd puts into ebbect o new deduc-
ton. Chialified manufacturing activities
now include copnplter soltwine, EnerEy,
amid film and video production, as well is
certain agricultural processing, construc-
tyo, engimdering, and architectoral
activities. The deduction jrhuises in
begmming i 2005 and 2006, whien busi
nesses will be allowed 1o deducr 15 o
the lesser of their income from qualified
Jir schustion aetivities ar thelr taxahle
meoine. From 2007 throwgh 2008, the
deduction will be 6%, and in 2010, the
deduction rises o 10

New Sales Tax Deduction
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For inchivaduals, the ace also includes a
provision which allows certain tocpayvers
tor cluirn state wod lowinl sabes taxes as an
itermiged deduction in lieu of stute and
local income taoges for 2004 and 2005,
This will have the greatest impact on
|H:'||-|'||.|.' living 1o stabes wiath no income
tax ar very high sales taxes. The new
deduction must be itemsed, and cannot
be cliimed by taxpavers subject 1o the
alreenative minimum tax (AMT)

The Working Families Tax
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tinues popular tox breaks ser to expire o,
I SOC CASeS, fenews rermactively pren-
visians that had already expired.
Affecting both businesses and individ
uals, W' TRA will affect approximate-
Iy 94 million raxpayers over the next
fen years af an estimated cost of $146
billiomn

In a nid 0 businesses and professionals,
WFTRA continues the following
oppartunities throwgh 2005:

* The Research and Development
(R&D) Tax Credit
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* The Wark Opportunity T Credin
(WOTC)

* Tax credits or electrie and clean fuel
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= Allowance for contributions o Archer
Medicnl Savings Accounts

Expensing of environmental
remediation coats
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GENERATION-SKIPPING TRANSFER TAXES

W *hen Yl ask wenlthy indevndas
&‘3) als to detail the key to their
fimanciil success, many will respond thit
its all & matter of hard work and perse
verance throughour the vears. They will
also add that muintaining financial
security for their families, and possibly
for future generations, is oftentimes an
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ROTH [RAS FOR KIDS
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Yo should also be oware that the onky
tyie of income that can be sheltered tax
free in & Roth TRA is taxable COIETIREThRl
ikl incone. i generdl, paving yo
children for doing chores around the
hinise does fiod ||_||ar|h s Conmpenastion
poome, a8 this s an intrafamily transa
randy Dl i st |lu.|||'|' |'|.'r'\-"ll'f'.|i o the
RS, 1 vour owm vouir osm businesa,
Torae T, Yol AT p'.-rnlrlﬂ.'! 1o hife your
i ¢ huldien 1o do cortam jobs
Prowided you pay vour chaldren o far
market Wililt et '|||-'. LTV ES r|||."| =t
fowram, the maney they enrm would be
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arrangements were informal (e.g
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