1. Casualty loss limitations waived - Losses of personal use property that arose in a Midwestern disaster area on or after the applicable disaster date are not subject to $100 or 10% AGI limits.  See page 4 of Pub 4492-B.
2. Must itemize to claim a casualty loss – The loss cannot be added to the standard deduction; taxpayers must itemize.  We had originally been told that taxpayers could add the casualty loss to the standard deduction and not itemize. However, the final version of the legislation did not include this provision. So as the law currently reads, taxpayers must itemize.  If this changes at some point during filing season, we will let you know.  See page 5 of Pub 4492-B where it explains that when completing Form 4684 you should not make an entry on line 17.  Also refer to the instructions for line 17 on Form 4684.
3. Additional Exemption for Housing Victims – You may be able to claim an additional exemption amount of $500 for providing housing in your main home for each individual displaced in the severe storms, tornadoes or flooding.  The additional exemption is claimed on Form 8914. You must have housed the individual for at least 60 consecutive days. See pages 8 and 9 of Pub 4492-B.
4. Election to use 2007 earned income in computing 2008 EIC and additional child tax credit – You may elect to use the 2007 earned income to figure the earned income credit and additional child tax credit for 2008 under certain circumstances. See page 8 of Pub 4492-B.  Note that if taxpayers do not know their earned income for 2007, this information can be obtained by calling 1-866-562-5227.  This is the disaster hotline. 

5. Education credits- The education credits (Hope and Lifetime Learning) have been expanded for students attending an eligible educational institution located in a Midwestern disaster are for any tax year beginning in 2008 or 2009.  Table 1 on page 2 of Pub 4492-B lists the impacted counties.  As long as the school is in one of these counties, the student (or parents) qualifies for the expanded credit.  The student does not have to be from a county that was declared a disaster area.  Please note that some of the biggest schools in the state (UW-Madison, UWM and Marquette) are in disaster counties.  Schools in Iowa, Illinois, Arkansas, Indiana, Missouri and Nebraska also qualify.   It also appears that on-line classes taken through an eligible educational that is located in a disaster area qualify for the credit.  We are waiting for further verification on this from Counsel but there does not appear to be anything in the law excluding these courses. 
6. Expanded definition of “qualified education expenses” for education credits and tuition and fees deduction – The definition of qualified education expenses for Midwestern disaster area students has been expanded.  This expanded definition also applies to the tuition and fees deduction claimed on Form 8917.  In addition to tuition and fees required for the student’s enrollment or attendance at an eligible educational institution, qualified education expenses for a Midwestern disaster area student include the following: books, supplies and equipment and for students who are at least a half-time student, the reasonable cost of board and room.  See Pub 4492-B for more information on this expanded definition. 
7. Remember that the 2007 return can be amended to claim the 2008 disaster-related casualty loss if this is more advantageous. See page 5 of Pub 4492-B for instructions.  
8. Check your software – Be sure to familiarize yourself with how your software handles disaster benefits.  For example, with some software to get the increased education credits, you need to check a box marked “MW” on Form 8863. Contact your software company for guidance.

