Federal Tax Bill Positive for Motor Carriers

The federal tax bill signed into law by the President on December 17 contains some good things for the trucking industry, although many of the tax breaks and other changes in the law are only temporary.  The bill, the Tax Relief, Unemployment Insurance Reauthorization, and Job Creation Act of 2010 (H.R. 4853), includes tax relief for individuals and businesses, extends many energy and other tax credits, and makes large changes to the federal estate tax.

On the business side, the most important change may be the allowance of full expensing of business investments in equipment placed into service between September 8, 2010, and the end of calendar 2011.  This tax break applies to all investments that have been eligible for 50 percent bonus depreciation treatment under prior law.  (The 50 percent bonus provision goes back into effect at the end of 2011, and the new law extends it through 2012.)  The existing limited full write-off of business investments for small businesses was made permanent at $125,000 per year, with the amount indexed for inflation.  The existing tax credit for research and development was also extended for two years, that is, for 2010 and 2011.
Several energy tax credits, including those for biodiesel and ethanol, were also extended for 2010 and 2011, effective back to the beginning of this year.  The alternative fuels tax credit of 50 cents per gallon was also extended for that period, and seems to apply to propane used in forklifts. (The exact application of the alternative fuels credit may depend on the terms of guidance still to be issued by the Internal Revenue Service.)
The federal estate tax expired at the end of 2009, and would have sprung back into existence at very high rates in 2011 if Congress had not acted.  The new law brings the estate tax back into effect as of the beginning of 2010, at a rate of 35 percent and with a $5 million deduction of the value of an estate.  These rates will be in effect through 2012.  Estates of those who died during 2010 will have a choice of applying these rates or the modified carry-over basis rules in effect for 2010 under prior law.  The new law also sets exemptions for the federal gift and generation-skipping taxes at $5 million.
For individual income taxpayers, the law retains through 2012 the tax brackets that have been in effect since the 2001 and 2003 tax cuts, as well as the rates on capital gains and dividends.  The alternative minimum tax has been patched again, for the same period.  

Finally, the employee’s portion of the social security employment tax has been reduced, for 2011 only, from 6.2 to 4.2 percent.  The self-employment tax has likewise been reduced, from 12.4 to 10.4 percent.

IRS has already issued new withholding tables reflecting the changes made by the new law, and will require employers to make the necessary adjustments in withholding by the end of January 2011 at the latest.  The new tables may be found at www.irs.gov.

For more information, contact ATA’s Bob Pitcher at bpitcher@trucking.org.

