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2009 RECOVERY ACT: BUSINESSES
Since the inauguration of Barack Obama as our nation's 44th president, everyone's attention has been focused on what he and
lawmakers in Congress will do to turn around the distressed U.S. economy. The daily drumbeat of bad economic news is drowning out
almost everything else. Business owners know first hand the challenges of trying to increase sales in a slowing economy and at the

same time avoid layoffs.

On February 17th, President Obama signed a massive $800 billion economic stimulus package, which Congress had passed a few days
earlier. The American Recovery and Reinvestment Act is a mixture of tax incentives, including business tax cuts, and direct spending.
Although the business tax cuts are not as numerous as many taxpayers may have hoped, they are nonetheless valuable. In this letter,

we'll highlight the key incentives targeted to businesses. As always, please contact our office if you have any questions.

Bonus depreciation. Bonus depreciation is back for 2009. The new law extends the 50 percent bonus depreciation authorized by the
Economic Stimulus Act of 2008, which generally expired at the end of 2008. Businesses can take advantage of bonus depreciation
throughout 2009 (and longer for certain types of property). Bonus depreciation is taken on top of regular depreciation. Keep in mind
that a large current depreciation deduction results in smaller future deductions so careful planning is an absolute must. To allow
vehicles to continue to be depreciated at a higher level, the new law also adds $8,000 to the "caps" ordinarily placed on such
deductions. Especially useful to businesses with accumulated AMT and research tax credits on their tax books, the new law also

allows eligible businesses to monetize these credits in lieu of taking bonus depreciation for 2009.

Code Sec. 179 expensing. Increased Code Sec. 179 expensing is also back for 2009. The Economic Stimulus Act of 2008 increased
Code Sec. 179 expensing for 2008 to $250,000 and the threshold for reducing the deduction to $800,000. However, the enhanced

provision expired at the end of 2008. The new law revives it for 2009.

Net operating losses. Many taxpayers expected Congress to extend the carryback period for net operating losses (NOLSs) to five years.
The new law expands the carryback period to five years for qualified small businesses (businesses with average gross receipts of $15
million or less). The treatment is also temporary and only applies to NOLs for any tax year beginning or ending in 2008. Qualified

businesses can choose to carry back NOLSs three, four or five years. Inmediate refunds are available to businesses that qualify.

Cancellation of indebtedness. Many taxpayers also expected Congress to provide tax relief for companies that purchase their own or
related party debt at a discount. The new law addresses cancellation of indebtedness but not as generously as many taxpayers had
hoped. Eligible businesses will be able to recognize cancellation of certain indebtedness over five years, beginning in 2014, under the
new law. This treatment applies to specified types of business debt repurchased or forgiven by the business after December 31, 2008

and before January 1, 2011.

Work Opportunity Tax Credit. Congress has taken a special interest in the Work Opportunity Tax Credit (WOTC) as a mechanism to

encourage employers to hire individuals who are economically-challenged. The new law modifies the definitions of eligible veterans






