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The following is an overview of the key changes included in the 2009 American Recovery and Reinvestment Act signed into law
on February 17, 2009. Many of the new tax law changes will impact almost everyone, so it is important to stay on top of this
significant legisfation.
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f f - For 2009, the first $2,400 of unemployment benefits is tax-free. For married couples, each
spouse can exclude the first $2,400.

- For yet another year, Congress has applied a patch to the alternative minimum tax (AMT) to prevent middle-
income taxpayers from getting hit by a punitive tax that was originally enacted to counter tax shelters of the wealthy. The AMT
exemptions for 2009 have been increased to: $70,950 for married individuals filing jointly, $46,700 for unmarried individuals, and
$35,475 for married individuals filing separately.

- Nonrefundable personal credits will offset the AMT for 2009. Those credits
include the dependent care credit, elderly and disabled credit, education credits, adoption credit, child tax credit, mortgage credit,
saver’s credit, certain residential home energy credits, first-time homebuyer credit and plug-in electric vehicle credit.

% - This replaces and expands the Hope Credit for 2009 and 2010. It will be available for four years
of college expenses, and the maximum credit per student increases to $2,500 per year. The credit will be based on 100% of the
first $2,000, and 25% of the next $2,000 of tuition, fees, and course material (including books) expenses paid during the tax year.
40% of the credit is refundable, provided the taxpayer is not: (1) a child under the age of 18 or (2) under the age of 24, a full-time
student and is not self-supporting. For higher-income taxpayers, this credit begins to phase out for AG! in excess of $80,000
($160,000 for married couples filing jointly), an increase from the previous phase-out thresholds of $50,000/$100,000.
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~ For those with businesses, both the 50% bonus depreciation and the increased Sec. 179 expense deductions
have been extended through 2009. Because of the 50% depreciation, the first-year maximum depreciation of vehicles has also
been increased by $8,000.

Please call this office for additional details on any of these new provisions.

When times are fough, taxpayers will sometimes look to their
retirement plans as a quick source of needed cash. If you are
contemplating or have taken an early distribution from your
retirement plan, here are some things you need to know:

1. Payments that are received from an Individual Retirement
Arrangement (IRA} and most employer-sponsored retirement
plans before the taxpayer reaches age 59 2 are generally
considered early or premature distributions.

o, it is imgorant trat you so

Z. In addition to the tax due on the distribution amount, early
distributions are usually subject to an additional 10% tax.

=. There are exceptions that will permit you to avoid the 10%
penalty in very special circumstances. Some exceptions apply
to all types of plans, while others apply to IRAs only or qualified
plans other than IRAs. They include exceptions for buying your
first home, paying medical insurance while unemployed, paying
higher education expenses, disability, payment of medical
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