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Kerry, Ensign Bill Would Modernize Tax
Treatment of Business Cell Phones*

Senators John Kerry (D-Mass.) and John Ensign (R-Nev.) recently introduced the

“MOBILE Cell Phone Act of 2008,” to modernize the tax treatment of cell phones and mobile
communication devices. The act repeal s the requirement that employers maintain detailed logs in order to
show that these devices are used for business purposes more than 50 percent of the time. Because the
usage of cell phones has changed dramatically in the last decade, the Kerry-Ensign bill would end that
out-of-date practice.

“We need to modernize the law now to reflect the reality |

that the use of cell phones by businesses has changed
dramatically in the last ten years,” said Kerry. “In the

last twenty years, the use of communication deviceshas |
skyrocketed, making them cheaper, faster, and more 'i;
accessible than ever. Cell phones are no longer executive |
perks or luxury items, and an antiquated tax code
shouldn’t treat them that way any more.”

“Wireless communication has come along way since
1989, moving from rare usage to an everyday business
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necessity, but our tax code has not kept pace,” said Ensign. “Today’ s wireless devices are smaller,
cheaper and offer much better service, yet our tax code remains as cumbersome as some of the first cell
phones. The outdated tax code creates a needless and bulky burden on businesses and employees using
wireless devices, and our bill would bring the law up-to-date to reflect the broad use of wireless
communication today.”

The Kerry-Ensign legidlation would strike cell phones and similar devices from the category of "listed
property" within tax code Section 280F(d)(4). A companion bill has been introduced in the House, (H.R.
5450), by Reps. Sam Johnson (R-Texas) and Earl Pomeroy (D-N.D.)

Special Economic Stimulus Letters to Reach
Mailboxes in March

M ore than 130 million American

households will begin receiving Interna
Revenue Service lettersin early March
reminding them to file a 2007 tax return in order
to receive a 2008 economic stimulus payment.

The mailings by the IRS began the first week in
March and will continue throughout the month.
The Economic Stimulus Payment Notice, alerts
people that they may be eligible for a one-time
stimulus payment of up to $600 ($1,200 married
filing jointly) starting in May. Therealsoisa
$300 per child payment for qualifying children
younger than 17.

. . _ However, some people must take an extra step this
“This special letter reminds people that they year to receive a stimulus payment. In late March,
won't need to do anything more than filea2007  tne RS will send a special mailing to certain
tax return in order to put the simulus payment  yegipjents of Social Security and Veterans Affairs
process in motion,” Acting IRS Commissioner  pengfits, Generally, those benefits are nontaxable

Linda Stiff said. The notice does not seek any and recipients do not file tax returns. In order to
who filed atax return last year. need to file atax return if they have at least $3,000

from a combination of certain Social Security

‘To _recei vea payment in 2008, i_ndivi duals who benefits, veteran benefits and earned income. The
qualify will not have to do anything more than minimum stimulus payment for these people is
file a2007 tax return. The IRS will determine $300 ($600 for married filing jointly)

eligibility, figure the amount and send the

payment,” the notice states. “ This payment The IRS has created a sample of Form 1040A with
should not be confused with any 2007 income information on how to fill out afew lines that will
tex refund that is owed to you by the federal enable eligible people who do not normally file a
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government. Income tax refunds for 2007 will be  tax return to receive the stimulus payment.
made separately from this one-time payment.”

Standard Mileage Rates
Set for 2008; Rate for
Business Miles Set at 50.5
Cents per Mile

T he Internal Revenue Service has set new optiona standard mileage rates for 2008 used

to calculate the deductible costs of operating an automobile for business, charitable, medical or moving
pUrpoSES.

Beginning Jan. 1, 2008, the standard mileage rates for the use of a car (including vans, pickups or panel
trucks) will be:

e 50.5 cents per mile for business miles driven;
e 19 cents per mile driven for medical or moving purposes; and
e 14 cents per mile driven in service of charitable organizations.

The new rate for business miles compares to arate of 48.5 cents per mile for 2007. The new rate for
medical and moving purposes compares to 20 centsin 2007. The rate for miles driven in service of
charitable organizations has remained the same.

The standard mileage rate for businessis based on an annual study of the fixed and variable costs of
operating an automobile; the standard rate for medical and moving purposes is based on the variable costs
as determined by the same study. Runzheimer International, an independent contractor, conducted the
study for the IRS.

The mileage rate for charitable milesis set by law.

A taxpayer may not use the business standard mileage rate for a vehicle after using any depreciation
method under the Modified Accelerated Cost Recovery System (MACRYS), after claiming a Section 179
deduction for that vehicle, for any vehicle used for hire or for more than four vehicles used
simultaneously. Revenue Procedure 2007-70 contains additional information on these standard mileage
rates.
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IRS Issues Winter 2008 Statistics of Income

T he Internal Revenue

Service recently released

the Winter 2008 issue of the
Statistics of Income Bulletin,
featuring datafrom 134.4
million individual income tax
returns filed for tax year 2005.
Of those returns, 90.6 million
were “taxable.” This means that
they reported total income tax
greater than zero. The number of
taxable returnsin tax year 2005
was up 1.7 percent from 2004.

Adjusted gross income on these
90.6 million returns totaled
$6.857 trillion, an increase of 9.4
percent from 2004. Total income
tax on these returns totaled $935
billion, up 12.4 percent from
2004. (Adjusted grossincomeis
total income, as defined by the
tax code, less statutory
adjustments, which are primarily
business, investment and certain
other deductions.)

The average tax rate for taxable
returns was 13.6 percent in tax
year 2005, which was up 0.4
percentage points from 2004.

Taxpayersin the top one percent
of adjusted gross income
reported adjusted gross income
of at least $364,657 in tax year
2005. This group accounted for
21.2 percent of all adjusted gross
income

reported, which was up 2.2
percent from the prior year. This
group also accounted for 39.4
percent of total income tax
reported, which was up 2.5
percent from 2004.

Taxpayers in the top five percent
of adjusted gross income
reported adjusted gross income
of at least $145,283. This group
accounted for 35.7 percent of al
adjusted gross income reported
and 59.7 percent of total income
tax.

This edition of the quarterly
Bulletin includes articles about
the following:

e Thefiling patterns of
split-interest trusts were
relatively stable between
2005 and 2006.

e Charitable and other types
of tax-exempt
organizations reported
unrelated business taxable
income that totaled $1.3
billion in tax year 2004, up
65 percent from 2003.
These organizations

reported $364.6 million in
unrelated business income tax,
an increase of 66 percent since
2003.

e Thefinances of charitable
and other tax-exempt
organizations have grown
substantially in the 20
years from 1985 to 2004.
For example, the
aggregate book value of
reported assets for public
charities and private
foundations totaled $2.5
trillion for tax year 2004,
an increase of 222 percent
over the 20-year period.

e Another article explores
patterns in individual
income taxes since the
modern income tax was
introduced in 1913.

The Statistics of Income Bulletin
isavailable from the
Superintendent of Documents,
U.S. Government Printing
Office, P.O. Box 371954,
Pittsburgh, PA 15250-7954. The
annual subscription rateis $53
($74.20 foreign), single issues
cost $39 ($48.75 foreign).

Click hereto access an
electronic version of the Winter
2008 issue of the Bulletin.
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Dear Employers:

We hope you find this newsletter helpful. If you have any questions or suggestions please feel free to
contact us. Any feedback from you will be greatly appreciated The following people are your contactsin
the Audit Section:

Katherine (Kay) Gouyton
Division Auditor, State Social Security Administrator
Toll free: 1-800-821-2251; (907) 465-5707
Carol Ochsner
Internal Auditor, State Social Security Assistant
Toll free: 1-800-821-2251; (907) 465-4469

For a printer friendly copy of thisissue, please click here. You can email your
comments to Kay Gouyton, Carol Ochsner, or the editor, Barbara Kelly.

The Audit Section operates under the guidance of IRS Publication 963 and the State & Local Coverage
Social Security Handbook, SSA Publication No. 16-055.

Social Security Newsis published quarterly by the
Alaska Division of Retirement and Benefits
State Office Building

333 Willoughby Avenue, 6th floor
PO Box 110203
Juneau, AK 99811-0203
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