SAMPLE  #1
Abstract: On Sept. 2, 2009, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) No. 2009-06, Implementation Guidance on Accounting for Uncertainty in Income Taxes and Disclosure Amendments for Nonpublic Entities. The ASU reports on some important amendments to the new FASB Accounting Standards CodificationTM (ASC). Specifically, the amendments provide guidance for pass-through entities and tax-exempt nonprofits on how to apply rules related to what previously was referred to as FIN 48, Accounting for Uncertainty in Income Taxes. Additionally, they exempt nonpublic entities from certain onerous reporting requirements that apply to public entities. This article highlights some of the key disclosure issues nonpublic entities now need to be aware of.
Uncertain tax position disclosures: FASB provides 
nonpublic entities some guidance — and some relief 
On Sept. 2, 2009, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) No. 2009-06, Implementation Guidance on Accounting for Uncertainty in Income Taxes and Disclosure Amendments for Nonpublic Entities. The ASU reports on some important amendments to the new FASB Accounting Standards CodificationTM (ASC).  
According to FASB, the ASC is now the single source of authoritative nongovernmental U.S. Generally Accepted Accounting Principles (GAAP). It was released July 1, 2009, and goes into effect for financial statements issued for interim and annual periods ending after Sept. 15, 2009. The ASC replaces the patchwork of FASB Statements of Financial Accounting Standards (FASs), Staff Positions (FSPs), Interpretations (FINs) and other guidance that previously defined GAAP. ASUs are reports that, among other things, detail specific amendments to the ASC, but they aren’t authoritative in and of themselves. 
Some of the amendments covered in ASU 2009-06 provide guidance for pass-through entities, such as partnerships and S corporations, and tax-exempt nonprofits on how to apply rules related to what previously was referred to as FIN 48, Accounting for Uncertainty in Income Taxes. But perhaps the most important amendment is one that exempts nonpublic entities from certain onerous reporting requirements that apply to public entities. 
FIN 48 basics
FIN 48 was developed to ensure more consistency in how benefits related to income tax positions are accounted for. Specifically, in some cases, the relevant tax law is subject to varied interpretation, and an entity may be uncertain about whether a tax position it takes ultimately will be sustained and, in turn, whether to recognize the benefit of the tax position. 
Under codification, FIN 48 has been incorporated into ASC Topic 740, Income Taxes, as Subtopic 740-10. Accordingly, the ASC requires entities following GAAP to identify uncertain tax positions and disclose any potential tax liability on their financial statements. The ASC outlines a two-step process, comprising recognition and measurement.
Generally, uncertain tax positions are those that aren’t certain to be upheld by the applicable authorities. A tax position isn’t considered uncertain — and therefore the taxpayer may recognize the related tax benefit — if it’s more likely than not that the position will be upheld on examination by the authorities, including resolution of any related appeals or litigation processes, based on the technical merits of the position. “More likely than not” is defined as a more than 50% likelihood of success. 
The taxpayer must measure a tax position that meets the more-likely-than-not standard to determine the amount of tax benefit to recognize in its financial statements. The tax position is measured as the largest amount of benefit that is greater than 50% likely of being realized on ultimate settlement.
The disclosure requirements expressly apply to business enterprises, including public companies, pass-through entities and nonprofit organizations that are potentially subject to income tax. They also extend to entities whose tax liability is subject to 100% credit for dividends paid, including real estate investment trusts (REITs) and registered investment companies that are potentially subject to income tax. 
FIN 48 took effect for public companies for fiscal years beginning after Dec. 15, 2006, but the effective date for most nonpublic entities was deferred until annual financial statements for fiscal years beginning after Dec. 15, 2008. The deadline is unchanged under codification or by the amendments reported in ASU 2009-6, which means all calendar year 2009 nonpublic entities following GAAP must comply with the disclosure requirements.
Addressing nonpublic entity challenges
In December 2008, FASB solicited feedback on the challenges that FIN 48 would present private and nonprofit entities. FASB chose to address three of the most commonly identified issues in proposed FSP FIN 48-d. The FSP was released in May 2009 for a 30-day comment period. 
After reviewing the comments, in September FASB amended the ASC to address the following issues, among others: 
Issue 1: Attribution of income taxes to the entity or its owners. The amendments clarify that management of a pass-through entity must determine whether the laws and regulations of each taxing jurisdiction attribute income tax to the entity itself or to its owners.  Accordingly, if the laws and regulations attribute the taxes to the entity, the amounts due to or from the taxing jurisdiction are classified as income taxes, and the uncertain tax position disclosure provisions of the ASC apply. If the laws and regulations attribute the taxes to the owners, the amounts due are classified as a transaction with the owners, and the disclosure provisions generally won’t apply. 
Keep in mind that it’s the laws and regulations of the taxing authority that determine whether the income taxes are attributable to the entity or its owners, not who actually pays the income taxes.
Issue 2: Definition of a tax position. Under the ASC, the term “tax position” refers to “[a] position in a previously filed tax return or a position expected to be taken in a future tax return that is reflected in measuring current or deferred income tax assets and liabilities for interim or annual periods.” Generally, a tax position creates an income tax deferral or a permanent income tax savings. 
The ASC provides some additional, specific examples of tax positions:
· A decision not to file a tax return,
· An allocation or a shift of income between jurisdictions,
· The characterization of income or a decision to exclude reporting taxable income in a tax return, and
· A decision to classify a transaction, entity or other person in a tax return as tax-exempt.
The amendments add to this list an entity’s status, including its status as a pass-through entity or a tax-exempt nonprofit.
Issue 3: Financial statements of a group of related entities. The amendments clarify that consolidated or combined financial statements must take into account all tax positions for each entity within the group that is subject to income taxes or that has income tax assigned to it from a pass-through entity. This is true even if the reporting entity is a pass-through entity or a tax-exempt nonprofit. 
The ASU includes several examples that provide further guidance on these issues. 
Eliminating certain disclosure requirements
The amendments also provide some relief to nonpublic entities by eliminating certain onerous disclosure requirements. Nonpublic entities won’t have to provide a tabular reconciliation of the total amount of unrecognized tax benefits at the beginning and end of the periods presented or disclose the total amount of unrecognized tax benefits that, if recognized, would affect the effective tax rate. Under the amendments, only public entities must disclose such information.
According to FASB, it learned from users of nonpublic company financial statements that these disclosures wouldn’t provide information useful for making decisions. The elimination of these requirements should be welcome news to nonpublic entities, because including such disclosures would likely have cost them substantial time and money when they prepared their financial statements.
Forewarned is forearmed
For all entities already following the uncertain tax position disclosure requirements, the amendments are effective for financial statements issued for interim and annual periods ending after Sept. 15, 2009. For other entities, it will apply on their initial adoption of the requirements. Achieving and maintaining compliance can prove time-consuming and will likely require many resources. If your organization hasn’t yet begun its compliance efforts, now is the time.

SAMPLE  #2
Abstract: On Nov. 6, President Obama signed into law the Worker, Homeownership and Business Assistance Act of 2009 (WHBAA). In addition to extending unemployment benefits for millions of Americans and enhancing net operating loss tax breaks for businesses, the act extends, expands and enhances a popular tax break: the first-time homebuyers credit. This article provides an overview of this important tax law change, along with examples and planning tips.

Unemployment benefits act also provides more opportunities for homebuyers 
On Nov. 6, President Obama signed into law the Worker, Homeownership and Business Assistance Act of 2009 (WHBAA). In addition to extending unemployment benefits for millions of Americans and enhancing net operating loss tax breaks for businesses, the act extends, expands and enhances a popular tax break: the first-time homebuyers credit. 
The credit up close
Last year, a refundable tax credit equal to 10% of the purchase price of a principal residence was made available to qualified first-time homebuyers. This credit was set to expire July 1, 2009, but in February the American Recovery and Reinvestment Act of 2009 (ARRA) extended its availability to purchases made before Dec. 1, 2009. 
Now, as this purchase deadline approaches, WHBAA has extended it further, to purchases made before May 1, 2010 — or July 1 if a binding contract is in place before May 1 to close on the purchase before July 1. (For certain service members and intelligence employees, the credit is extended for an additional year.)
Under WHBAA, the maximum credit remains at $8,000 ($4,000 for married filing separately) for first-time homebuyers. For purposes of the credit, a first-time homebuyer is someone who has had no ownership interest in a principal residence in the United States during the prior three-year period.
WHBAA also extends the ARRA provision that generally eliminated the repayment obligation for taxpayers whose qualifying purchase occurs after Dec. 31, 2008. 
For purchases before 2009 that qualified for the credit, taxpayers generally must repay the credit received over a 15-year period but with no interest. Additionally, this “recapture” generally applies in situations where a qualifying purchase occurs in 2009 or later but the home is sold (or ceases to be used as a principal residence) within three years of purchase. In these cases the credit is more of an interest-free loan from the government than a genuine tax credit. 
WHBAA also extends the provision that allows taxpayers to accelerate the credit. Taxpayers eligible for the credit can elect to treat the home purchase as being made on Dec. 31 of the preceding calendar year for tax purposes. So, for example, if you purchase a home in early 2010, you can claim the credit on your 2009 tax return and reap the tax savings a year early.
Expanded and enhanced benefits
As mentioned, WHBAA does more than just extend the credit; it also expands and enhances it:
Many “long-time” homeowners purchasing a subsequent home are now eligible. The maximum credit for these taxpayers is $6,500 ($3,250 for married filing separately). To qualify, the homeowner must have maintained the same principal residence for any five-consecutive-year period during the eight-year period ending on the purchase date of a subsequent principal residence. This is simple to determine if the home has been your principal residence for the past five years, but how does it apply in other situations? 
Let’s look at an example. (See chart below for illustration.) Say that on Jan. 1, 2007, you relocated for your job. Instead of selling the home that had been your principal residence since Jan. 1, 2002 (five years), you decided to rent it out because there was a possibility your relocation might be only temporary. That turned out to be true, and you moved back to the home Jan. 1, 2008. You relocated permanently, however, on Jan. 1, 2009. 
Because the housing market was so bad, you decided to rent out the home again. You’ve now decided that you’re ready to sell the home and purchase a home in your current location (where you’ve been renting) that will be your principal residence. As long as you purchase the new home by Jan. 1, 2010, you’ll satisfy the five-of-eight-years test. 
	Year 1
	2009
	You rent out your home. You rent a principal residence in the new location.

	Year 2
	2008
	Your home is your principal residence.

	Year 3
	2007
	You rent out your home. You rent a principal residence in the new location.

	Year 4
	2006
	Your home is your principal residence.

	Year 5
	2005
	Your home is your principal residence.

	Year 6
	2004
	Your home is your principal residence.

	Year 7 
	2003
	Your home is your principal residence.

	Year 8
	2002
	Your home is your principal residence.



Some higher-income taxpayers are now eligible. WHBAA significantly increases the modified adjusted gross income (MAGI) phaseout ranges for the credit. For qualifying purchases made after Nov. 6, 2009, the credit starts to phase out for joint filers with MAGIs exceeding $225,000 ($125,000 for single filers). It’s completely eliminated for joint filers with MAGIs exceeding $245,000 ($145,000 for single filers). For purchases on or before Nov. 6, the phaseout ranges are significantly lower: $150,000–$170,000 for joint filers and $75,000–$95,000 for single filers. 
A waiver of credit “recapture” is available to certain service members and intelligence employees. WHBAA provides a recapture waiver when a home is sold (or ceases to be used as a principal residence) after Dec. 31, 2008, in connection with government orders received by the homeowner (or his or her spouse) for qualified extended duty service, such as by a member of the uniformed services, a member of the U.S. Foreign Service, or an employee of the intelligence community.
A few new limits
WHBAA does add a few new limits, primarily directed at curbing potential abuse of the credit. Effective for purchases made after Nov. 6, 2009, no credit is allowed if:
· The home’s purchase price exceeds $800,000 (regardless of regional market factors), 
· The homebuyer (or his or her spouse) is related to the seller,
· The homebuyer is under age 18 on the date of purchase (unless his or her spouse meets the age requirement), or
· The homebuyer is the dependent of another taxpayer.
There are other limitations as well, so it’s important to consult your tax advisor to determine whether you’re eligible for the credit. 
Year end planning tip 
Even if you don’t qualify for the credit, your adult children or grandchildren might. So if you’ve been thinking about making a gift to help them fund a down payment, now may be a great time to do it. In addition to benefiting from the credit, they also can take advantage of low housing prices and interest rates. But you must carefully consider the gift tax consequences. 
Under the annual exclusion, for 2009 and 2010 you can gift $13,000 ($26,000 if you split the gift with your spouse) per recipient per year free of gift tax without using up any of your lifetime gift tax exemption. So, say, you haven’t made any annual exclusion gifts to your daughter this year. You and your spouse could give her as much as $26,000 by Dec. 31 and another $26,000 as soon as Jan. 1 at no gift tax cost — leaving her with a sizable amount for a down payment.
Act soon
It’s possible this valuable tax break won’t be extended again. So you’ll need to act soon to ensure you (or your loved ones) will benefit. The credit is also subject to complex rules and limits, so the assistance of a tax advisor is critical. Please contact us to learn more about how to take advantage of this break and other strategies to consider in your 2009 year end tax planning. 
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