12221 Merit Drive, Suite 750
Dallas, TX 75251
BEAIRD IQ?ORRPIE Phone: 972.503.1040

Fax: 972.503.1120
CERTIFIED PUBLIC ACCOUNTANTS www.bh-co.com

BEAIRD HARRIS & CO., P.C.
2009 RECOVERY ACT: GENERAL INFORMATION

Acting quickly to jump start the economy, Congress has passed a massive economic stimulus package: the American Recovery and
Reinvestment Act of 2009. As you probably have heard, the new law weighs in at nearly $800 billion. Roughly one-third is comprised

of tax incentives for individuals and businesses. Congress made many of the tax incentives retroactive to January 1, 2009.

The tax incentives in the stimulus package can be broken down into two broad categories: individuals and business. Let's take a look

at the individual incentives first.

Individual Incentives

Making Work Pay credit. Starting later this year, eligible wage earners will see an increase in their take-home pay. The new law
provides a credit against income tax in an amount equal to the lesser of 6.2 percent of the individual's earned income or $400 ($800 for
married couples filing jointly). However, income limitations apply so the credit is unavailable to higher income wage earners. The
Making Work Pay credit will be applied retroactively to January 1, 2009 and prospectively to December 31, 2010. One delay in
getting the credit to wage earners is the need for the IRS to revise the payroll tax withholding tables. Some observers predict that the

IRS will not be able to revise the tables until June. We will keep you posted of developments.

Seniors and others. Individuals receiving Social Security benefits, disabled veterans and others on fixed incomes will receive one-
time payments of $250. If the individual also qualifies for the Making Work pay credit, his or her credit will be reduced by the $250

payment.

First-time homebuyer tax credit. 1Tn 2008, Congress enacted the first-time homebuyer tax credit. Unlike other credits, this one had to
be repaid, making it unattractive to many taxpayers. The new law removes the repayment requirement for homes purchased by first-
time buyers between January 1, 2009 and December 1, 2009. The enhanced credit equals 10 percent of the purchase price of a home
up to $8,000 ($4,000 for married individuals filing separately). There are income limitations, which preclude higher-income

individuals and couples from taking advantage of the credit.

New car deduction. Automobile sales, like new home sales, have plummeted in recent months. In response, Congress has created an
above-the-line deduction for state and local sales taxes or excise taxes paid on qualified purchases of new motor vehicles. This
deduction is temporary and is also prospective from the date of enactment of the new law. It will expire at the end of 2009. Income

thresholds and other limitations apply.

AMT patch. Every year, bills are introduced in Congress to abolish the alternative minimum tax (AMT). This year is no different but
because the federal budget deficit, Congress cannot eliminate the AMT without finding an equivalent source of revenue. However,
there is some good news. The new law increases the AMT exemption amounts and allows taxpayers to take most personal credits to

reduce AMT liability for 2009.






