President Obama signed the stimulus package on February 17, 2009. 

H.R. 1, the American Recovery and Reinvestment Act of 2009, is a $787 billion package containing over $280 billion in tax relief and over 300 changes to the IRC.

Most of the changes affect 2009 and later years, but there are two important changes that

may require quick action on the taxpayer’s part. We’ll begin this brief overview of the Act

with those changes.

First-time Homebuyer Credit: 

For purchases made after December 31, 2008, and before December 1, 2009, the maximum credit is increased to $8,000 and the repayment provisions are eliminated for taxpayers who own and live in the home for at least 36 months. (IRC §36) Purchases made on or after April 9, 2008, and before January 1, 2009, continue to be governed by the original First-time Homebuyer Credit. However, taxpayers who elect to treat a 2009 purchase as made on December 31, 2008, will use the 2009 rules pertaining to the maximum credit and repayment. (Note: Presumably the IRS will have to make changes to the 2008 Form 5405 to accommodate this.)

Making Work Pay Credit: 

This new credit is available for 2009 and 2010. The credit is 6.2% of a taxpayer’s earned income up to a maximum of $400 ($800 for married filing joint).  (IRC §36A) The credit is phased out at a 2% rate for modified adjusted gross income above $75,000 ($150,000 for married filing joint) and is completely phased out at $95,000 ($190,000 for married filing a joint return)

$250 Economic Recovery payment: 

Recipients of Social Security, railroad retirement, and veterans benefits are each eligible for a one-time payment of $250. Payments must be made no later than 120 days from the date of enactment. Like the 2008 rebates, the IRS will make the payments and no action is required on the part of the taxpayer. Certain government retirees are eligible for a refundable credit on their 2009 returns of up to $250 per individual. (IRC §36A(c))

AMT patch: 

For once we don’t have to wait until the end of the year for the AMT patch.  The 2009 AMT exemption amounts are $70,950 for joint filers and surviving spouses (up from $69,950 in 2008) and $46,700 for singles and heads of households (up from $46,200).  (IRC §55(d)(1))

Sales tax deduction for new vehicles: 

For new vehicles purchased on or after the date of enactment in tax years ending before January 1, 2010, a taxpayer can deduct sales taxes as an additional standard deduction up to the first $49,500 purchase price. The deduction is subject to phase out of modified AGI between $125,000 and $135,000 ($250,000 and $260,000 for married filing joint return. (IRC §§63(c), 164(a)(6), 164 (b)(6))

Hope Credit enhanced: 

· Renamed the American Opportunity Tax Credit, for 2009 and 2010, it’s enhanced in six ways (IRC §§24(b)(3)(B), 25(e)(1)(C)(ii), 25A):

· Applies to four years of college instead of just two;

· The maximum credit increased to $2,500;

· The credit may offset regular tax and the AMT;

· The definition of qualified expenses is expanded to include course materials;

· Up to 40% of the credit is refundable;

· AGI phaseout level is increased to $80,000 ($160,000 for married filing a joint return).

Earned Income Credit and Child Tax Credit: Both enhanced for 2009 and 2010.

Unemployment compensation: Up to $2,400 excluded from income in 2009. (IRC §85(c))

Bonus depreciation and increased §179: Both are extended for one year.

Work Opportunity Tax Credit: There are two new categories of targeted groups in 2009

and 2010: unemployed veterans and disconnected youth. (IRC §51(d)(14))

Qualified small business stock: The IRC §1202 exclusion for gain on the sale of small

business stock is increased from 50% to 75% for stock acquired after the date of enactment

and before January 1, 2011. (IRC §1202(a)(3))

S corporation built-in gain period: For sales of assets occurring in years beginning in 2009 and 2010, the period for recognizing built-in gains is decreased from ten years to seven years. (IRC §1374(d)(7))

Residential Energy Credit: The IRC §25C credit (for insulation materials, energyefficient

windows, etc.) is restored for 2009 and 2010 with the amounts tripled (30% up to $1,500). The §25D credit is enhanced; the dollar cap is removed for solar hot water property, geothermal heat pumps, and wind energy property.
