The 2009 Tax Act — Will It Help?

Now that a new Tax Act is passed, what will this mean for my business and for me individually?

®  The American Recovery and Reinvestment Tax Act of 2009 was signed into law on February 17, 2009.

homebuyer to take a tax credit of up to $8,000 on his 2008 (yes, 2008) federal income tax return for a home
purchased up to November 30, 2009, subject to income limitations. This provision also includes changes

! One provision that individuals may wish to take advantage of immediately is a provision for a first-time
®  regarding how and if the credit has to be repaid.

Further provisions aimed at individuals include an additional deduction for state sales taxes paid on a motor
vehicle purchased after February 16, 2009, and an expansion of education-related tax credits.

Two major provisions affecting businesses are (1) the extension of the immediate expensing of fixed assets
up to $250,000 under Sec. 179 depreciation and (2) first year 50 percent bonus depreciation for federal

tax purposes. Both allow forimmediate write-off of certain fixed asset purchases and are meant to spur on
capital investment. Both of these are subject to certain requirements and limitations. Unfortunately New York
does not allow bonus depreciation.

The Act also provides an extension of the carryback period for a net operating loss for a tax year ending in
2008 from 2 years to up to 5 years for C corporations that are “small businesses.” This will hopefully allow
corporations incurring 2008 losses more opportunity to generate tax refunds by offsetting income and tax
paid in prior years. A “small business” is defined as having average gross receipts less than $15 million in the
3 prior years. Companies under common control will have to aggregate their receipts for this purpose.
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