
According to new research released 
by the Tax Foundation; an 
organization dedicated to seeing tax 
reform in America; the ten states 
with the most business friendly tax 
systems are: South Dakota, Florida, 
Alaska, Texas, New Hampshire, 
Nevada, Wyoming, Colorado, 
Washington and Oregon. Colorado 
ranked eighth out of the 50 states. 
 
“Nearly all of the best states raise 
sufficient revenue without imposing 
at least one of the three major state 
taxes — sales taxes, personal 
income taxes and corporate income 
taxes,” said Scott Hodge, president 
of the Tax Foundation and coauthor 
of the study. Even though Colorado 
has a “traditional” tax system — one 
imposing all three major state-level 
revenue raisers, Colorado still ranks 
high because it keeps all its taxes 
simple, using low, flat rates.  
 
According to the research the worst 

state tax codes tend to have: 
· Complex, multi-rate corporate 

and individual income taxes with 
above-average tax rates  

· Above-average sales tax rates 
that don’t exempt business-to-
business purchases  

· Complex, high-rate 
unemployment tax systems  

· High overall state tax collections 
with few tax or expenditure 
controls. 

 
“The ideal tax system, whether at the 
state, federal, or international level, 
should be neutral to business 
activity,” said Hodge. “In such a 
system, people would base their 
economic decisions on the merits of 
the transactions rather than the tax 
implications.” 
 
The list is made up of five specific 
indexes, denoting major features of a 
state’s tax system: the corporate 

(Continued on page 3) 
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The American Jobs Creation Act 
signed by President George W. 
Bush on October 22, 2004, 
makes significant changes to 
how businesses are 

taxed. This bill was 
originated by the 
necessity of repealing 
an export tax break 
that the World Trade 
Organization has repeatedly 

ruled illegal. However, in true 
congressional style, several other 

provisions were included in this bill. 
Many of these provisions are for 

special interest groups, most of 
which are so loosely defined, 
giving rise to lots of 
interpretations. 
 

The following list includes the major 
provisions of the Act. The cost 

estimates for the next 10 years come 
from the congressional Joint Committee 
on Taxation. 

(Continued on page 2) 
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· The European Union (our largest trading partner) 

has been authorized by the World Trade 
Organization to levy retaliatory tariffs on 
American products after tax breaks were deemed 
to be illegal. These tariffs began at 5 percent per 
month and have risen by 1 percent per month 
since; they now stand at 12 percent. Such tariffs 
are bad for American business and bad for the U.
S. economy. Total savings - $49.2 billion.  

· A variety of corporate loopholes and tax shelters 
were closed. One of the provisions to save $2.4 
billion would tighten deduction rules for donating 
cars to charities. Total savings: $81.7 billion.  

· Cut taxes for manufacturers and other domestic 
producers. The definition of a producer would 
include such non-manufacturing operations as 
construction companies, engineering and 
architectural firms, film and music companies, 
and the oil and gas industry.  

To qualify as a producer you need to meet one of five 
eligibility requirements: 

1. Any sale, exchange or other disposition, or 
any lease, rental or license, of qualifying 
production property produced in whole or 
significant part in the U.S. 

2. Any sale, exchange or other 
disposition, or any lease, rental or 
license, of qualified film produced by 
the taxpayer in the U.S. 

3. Any sale, exchange or other disposition 
of electricity, natural gas, or potable water 
produced in the U.S. 

4. Construction activities in the U.S.;  

Or...  

5. Engineering or architectural services performed in 
the U.S. for construction projects located in the  
U.S. 

This will lead to compliance and enforcement 
difficulties with such a wide definition of production. 
Starbucks won a provision in this bill to declare coffee 
roasting (not the services of your local coffee shop) 
as manufacturing.  Total cost - $76.5 billion.  

· Revise rules governing treatment of multinational 
corporations including allowing companies with 
overseas operations to bring profits back to the 
United States at a reduced rate for a limited time. 
Total cost - $42.6 billion.  

· Reinstates the deductibility of state and local 
sales taxes on individuals© federal income tax 
returns, Cost: $5 billion for a deduction that would 
last only until Dec. 31, 2005.  

· The $100,000 annual limit on a "Section 179" 
deduction is extended through 2007. However, 
the maximum Section 179 credit on an SUV 
placed in service after October 22, 2004, is 
limited to $25,000.  

Other special interest provisions include 
a $10 billion tobacco quota-holders 

bailout. Smaller tax breaks including 
breaks for whaling, timber, foreign 
gamblers, ceiling fan importers, and 
those marketing beer. It also 
reduces excise taxes on the sale of 
bows and arrows, fishing tackle 
boxes and sonar fish finders. Cost: 
$24 million 
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On November 10th, 2004, the 
Federal Reserve raised its 

benchmark 
interest rate to 
2 percent and 
repeated its 
earlier pledge 
to raise rates 

at a measured pace. This is the 
fourth straight quarter-point 
increase in the federal funds rate 
since June, when it was at a 46-
year low of 1 percent. The Fed 
also raised the less visible 
discount rate a quarter-point to 3 
percent.  

Analysts are predicting that the 
Fed is likely to raise rates again 
in December, especially if the 
next job growth report is big. 
They are also anticipating a 
February rate increase as well. 
This would put fed funds at 2.5 
percent.  

Fed reaffirms " measured"  pace for rate increases�

The Fed is likely to raise 
rates again in December �
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Warning Signs of  I llegal Tax Scams�
The top five signs that you might be in trouble: 
· You are told not to tell anyone else about your tax plan. 
· The person telling you about the plan seems to  know a secret that no one 

else knows. 
· The person recommending the plan will not sign your return. 
· There is no economic reason for the transaction – other than to pay less tax. 
· You are told your defense is to “plead the fifth.”  
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(Continued from page 1) 

income tax, the individual income tax, the sales or 
gross receipts tax, the unemployment insurance 
tax, and the state’s fiscal balance. Each state’s 
laws and tax collections were assessed as of 
January 1, 2004; they reflect the business tax 
climate for the current year without considering 
legislative action during the year.  
 
The question ‘How do you compare 50 very 
different tax systems?’, comes to mind. 
 
Consider Colorado’s tax system, including relatively 
low individual income tax, relatively low corporate 
income tax, and relatively low sales tax. Then 
consider Alaska’s tax system, which includes a 
relatively high and complex corporate income tax 
but no individual income tax or sales tax. What is the 
difference between the two systems and what are their 
respective merits and debits? The answer includes 
factoring in all five indexes. 
 
So how did Colorado rank on these factors? 
· Corporate Income tax - Colorado ranked 

number 5 because of its well-designed 
corporate income tax structure. It has a 
relatively low, single rate system. By contrast, 
Michigan scored the lowest because of an 
effective corporate tax rate of 14.83 percent.  

· Individual income tax - (important because a 
significant number of businesses including sole 
proprietorships, partnerships and S-
Corporations report their income through the 
individual income tax code). Colorado ranked 
13 because of a single, low tax rate.  

· Sales or gross receipts tax – Colorado ranks in 
the middle of the pack at number 22. Ranking is 
made more difficult because many states 

authorize a local option sales tax in addition to 
the state sales tax. Here in Colorado we have 
39 Local jurisdictions each authorized to add a 
modest 0.69 percent sales tax to the state’s 2.9 
percent. Some states, including Colorado, allow 
localities to determine which sales are taxable. 
Louisiana has the highest local option sales tax 
(4.21 percent), which actually exceeds the state 
sales tax rate of 4 percent. 

· Unemployment insurance 
tax – This tax is federally 
mandated meaning that no 
state can escape from it. 
Colorado ranks at 25. 

· State’s fiscal balance - 
Colorado ranks number 
one in this index. Here in 
Colorado the state’s tax 
collections per capita are 
more than $400 below the national average, 
with its tax rates being 1.5 percentage points 
below the national average as a percentage of 
income. Colorado has succeeded in controlling 
the tax burden because of it’s constitutional tax 
and expenditure measure known as TABOR 
(Taxpayers Bill of Rights). 

 
The ten states with the least hospitable business 
tax climates are: Hawaii, New York, Minnesota, 
West Virginia, Rhode Island, Vermont, Kentucky, 
Arkansas, Maine and Wisconsin.  
 
All things considered, we live in a very tax friendly 
state. Keep in mind though, that this study did not 
include such things as taxes on gas, cigarettes or 
even hotel rooms. For more information or to view 
the report in its entirety visit: 
www.taxfoundation.org 
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Donating your car to charity 
will lose most of its attraction 
at the end of the year. This will 
affect not only businesses but 
individuals as well. Though it 
may hurt charities more than 
the government will save. 

Some charities are expecting 
new laws to directly effect a 
drop in car donations and to 

cut their budgets by as much 
as 60 percent. This will drasti-
cally reduce services such as 

homeless shelters, soup kitch-
ens, low-income housing and 

drug treatment centers.  

Effective Jan. 1, people donat-
ing cars or other items to 
charities will no longer be able 
to deduct the market value 
from their taxes, according to 
a law approved by Congress 

earlier this month. They can 
only write off the amount that 
the items fetched when they 
were resold; this is usually 
considerably less than the 
market value. Note this is for 
any donation to be re-sold and 
could effect donations of cloth-
ing or household furnishings to 
Goodwill or other organiza-
tions. 

The loss of funding for charita-
ble organizations was con-
tained in the same $145 billion 
bill that gave tax breaks to 
large corporations. A federal 
study found that people took 
an average tax write-off that 
was triple the price that 
the car was resold for. 
Most taxpayers’ use the 
blue book value of the 
vehicle to determine the 

amount deducted on their 
taxes.  

Currently a person donating a 
1993 Ford Taurus GL that©s in 
good condition and has 
110,000 miles on it could de-
duct $1,335, which is the 
value listed in the Kelley Blue 
Book. After Jan. 1: The tax 
break for the same Ford Tau-
rus probably would be limited 
to $300, which is the price 
some similar cars have 
fetched on resale by charities. 
What this means is that any-
one considering donating a 
car to charity should do so be-
fore the end of the year. 
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BEWARE! The interest paid on a home mortgage 
are not always deductible. Are you really sure your 
mortgage interest is deductible?  

Here’s the rule on deductible mortgage interest: 
Deductible mortgage interest includes the total 
acquisition costs (not to exceed $1 million) and/or 
the aggregate amount of home equity indebtedness 
not to exceed $100,000. This applies cumulatively 
to all property including your principal residence 
and any second residence.  

Under the definitions of the Tax Code, acquisition 
indebtedness is debt that is incurred acquiring, 
constructing, or substantially improving 

the principal residence or a second residence of the 
taxpayer, and is secured by the property.  

If you  plan to  refinance a home to provide funds 
for personal use this can affect you adversely. 

An example of what does NOT work: Lets assume 

that Greg buys a 
principal residence in 
2002. He paid $250,000, 
financing $200,000. This 
will be deductible 
interest, assuming he 
itemizes and high income 
doesn’ t start phasing  out 
itemized deductions. He then pays off the home 
over the next 10 years by paying extra on the loan. 
Then, he discovers he needs some money for 
personal expenses. So, he refinances his home to 
pull out the amount. He replaces the initial loan 
with a new loan of $200,000.  

The problem is that the interest on the second loan 
is not tax deductible! The new loan is not 
acquisition debt because it wasn’ t used to buy or 
improve the property. However, interest on 
$100,000 of the loan would qualify for as a 
qualifying home equity loan. 

Home Mortgage Interest Deductions�
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11 South Rutherford Ave 
Johnstown CO 80534 
Phone: 970-587-5587 
Fax: 303-845-9036 
Toll Free: 877-587-5586 

Email: info@alphaomega-acct.biz 
Visit our improved web site: 
www.alphaomega-acct.biz 
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I would like more information on: 

� Remote Accounting Solutions 

� Payroll Processing 

� Tax Preparation 

� ______________________________ 
 
Which of the following free seminars 
would you like Alpha Omega Accounting 
to hold? 

� Identity Theft 

� Reading Financial Reports 

� Record Keeping 

� ______________________________ 
 
Which of the following classes would 
you like to attend? 

� Beginning QuickBooks 

� Intermediate QuickBooks 

� Payroll / QuickBooks 

� ______________________________ 
 
I would like to schedule an appointment: 

� January 

� February 

� March 

Name 

 

Address 

 

 

 

 

Phone 

 

Email 

 

Comments 
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What is the worst that could befall your 
computer? A virus? A part of your 
operating system actually causing a 
catastrophic hard drive crash? What is 
the worst that could happen to you? A 
burglary while you are away on a 
business trip? A hijacked cell phone? If 
you believe everything you see in your 
email you might be worried about issues 
like these. 

After receiving hundreds of inquires like 
these, a group of security experts at 
Secure Computing compiled a list 
based on support calls, customer 
requests, and monitoring internet 
discussion groups for some of the most 
common security claims. They began to 
check whether these concerns were 
legitimate or sometimes just a elaborate 
hoax. 

Their concern is that despite most of 
these claims being harmless, some can 
cause real harm to your computer if 
taken seriously. Some that make the list 
are downright laughable like the claim 
that if you don’t follow certain steps with 
your computer data all the food in your 
refrigerator would spoil well before their 
expiration date; others really are 

dangerous to your computer and 
possibly your life. Here are just a few. 

Hackers can legally break into 
websites that lack "warning notices."  
Breaking into websites is a crime - 
whether there is a sign posted or not.  

Some Windows system files are really 
malicious and should be deleted. This 
rumor about legitimate Windows system 
files like JDBGMGR.EXE and SULFNBK.
EXE can cause actual harm to the 
Windows system if these real - and 
useful - files are deleted.  

A digital mobile phone can be infected 
with a virus merely by answering a 
phone call. There is no evidence that a 
virus can be spread in this way. 

Thieves are using lists of "out of 
office auto-replies to target homes for 
burglary."  While it is theoretically 
possible that a home burglar could use 
such a means to identify homes where 
residents were on vacation, there are no 
known cases of burglars actually using 
this technique.  

While most of these urban legends are 
highly improbable, they are often not 
impossible. Unfortunately some urban 
legends are no longer legends but real 
viruses. For instance, it was announced 

last month that the JPEG file format 
contains a vulnerability allowing users to 
become infected simply by viewing an 
email with a virus hidden inside an 
picture. 

These all affect (or don’t) your computer 
but what about those unscrupulous folks 
that are using the internet to steel your 
identity? 

This one is not an urban legend. 
Phishing is a high-tech scam that uses 
spam or pop-up messages to deceive 
you into disclosing your credit card 
numbers, bank account information, 
Social Security number, passwords, or 
other sensitive information.  

According to the Federal Trade 
Commission (FTC), phishers send an 
email or pop-up message claiming to be 
from a business or organization that you 
deal with such as your bank. The 
message usually says that you need to 
"update" or "validate" your account 
information, threatening some dire 
consequence if you don©t respond. 

You are then directed to a Web site that 
looks just like a legitimate organization©s 
site, but it isn©t. You are then tricked into 
divulging personal information so the 
operators can steal your identity and run 
up bills or commit crimes in your name.  

Internet hi-jinx�
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The FTC, the nation©s consumer 
protection agency, suggests these tips to 
help you avoid getting hooked by a 
phishing scam. 

� Do not reply or click on the link in the 
message. Legitimate companies don©t 
ask for this information via email. 
Instead contact the organization using 
a telephone number you know to be 
genuine. 

� Don©t email personal or financial 
information. 

� Use anti-virus software and keep it up 
to date.  

� Report suspicious activity to the FTC. If 
you get spam that is phishing for 
information, forward it to 
spam@uce.gov. 

� If you believe you©ve been scammed, 
file your complaint at www.ftc.gov, and 
then visit the FTC©s Identity Theft Web 
site at www.consumer.gov/idtheft to 
learn how to minimize your risk of 
damage from ID theft. 

Visit www.ftc.gov/spam to learn other 
ways to avoid email scams and deal with 
deceptive spam. They can’t, however, 
help extend the expiration dates on the 
food in your refrigerator. 

. 
 � � � � � 
  � � � �" � " � 	 � � � � � � 
 � 	 � � 
 � 
 � � � �
/ 
 $� � ' ' ' � � � � sales tax option will also be allowed 

to deduct the sales tax on major 
purchases. That means you will 
need a receipt for sales tax on such 
things as a new car purchased 
anytime after December 31, 2003. 
Yes that is right it is retroactive to 
December 31, 2003. 

 
Other changes affecting 2004 

returns include an 
extension of expense 
allowances of $250 
for classroom 
expenses of 
schoolteachers, 

enhanced refund 
ability child tax 
credit, and 
allowing combat 
pay to be 
included as 

earned income so that armed 
service personnel might qualify 
for higher amounts of EITC and 
child credit. 

The American Jobs Creation Act and 
Working Families Tax Relief Act 
signed by President George W. Bush 
in October 2004 amended IRC Sec. 
164. This now allows individuals to 
deduct either their state and 
local income taxes or their 
state and local sales taxes in 
their 2004 returns. The key 
here is, either  you must 
choose one or the other as a 
deduction on your schedule 
A. Taxpayers living in 
states that do not 
impose an income tax 
will benefit the 
most from this 
change. 
 
The change 
requires the IRS to publish tables of 
allowable sales tax amounts based on 
a taxpayer©s income and the sales tax 
rate where the taxpayer lives. 
According to instructions from 
Congress, taxpayers electing the 
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11 South Rutherford Ave 
Johnstown CO 80534 
Phone: 970-587-5587 

Fax: 303-845-9036 
Toll Free: 877-587-5586 

Email: info@alphaomega-acct.biz 
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Alpha Omega Accounting, LLC is owned 
and operated by Cynthia L. Finkenbinder, 
CPA. 

Cynthia holds Bachelors degrees in both 
Accounting and Psychology along with an 
Associates degree in Business 
Administration. She has been serving 
Colorado for the last 8 years in both general 
accounting and tax preparation. 

Recently she moved with her Husband 
Jared and their 
two boys Scott 
and Dustin to 
Johnstown, 
Colorado, where 
both her home 
and office are 
located. 

Alpha Omega 
Accounting does 

not limit it’s 
services to 
Colorado 
however. 
Currently,  
clients are 
located 
across six 
states. This is 
accomplished 
by utilizing a secure, remote access 
software solution that allows her clients the 
freedom to access their data from anywhere 
in the world.  

Cynthia says “the goal of Alpha Omega 
Accounting is to teach her clients not only to 
record but to better utilize the accounting 
information for their companies.” She uses 
timeless Biblical principles to teach them to 
efficiently manage their business and their 
finances. 
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