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Congress Passes Massive
Stimulus Bill; Nearly $300
Billion in Tax Relief

The much-anticipated economic
stimulus package, the American
Recovery and Reinvestment Act
of 2009, has won approval in the
House and Senate. The House voted
246 to 183, followed by passage in
the Senate 60-38. President Obama
immediately promised to sign the
roughly $800 billion stimulus act,
which contains nearly $300 billion
in tax relief. The White House later
announced a February 17 signing
ceremony. The new law sets in mo-
tion a wave of direct spending and
tax incentives to jump start the U.S.
economy out of recession.

he tax title in the new law

the American Recovery and Re-

investment Tax Act of 2009—is
itself a massive piece of legislation.
The tax provisions add many new tax
breaks and significant enhancements to
existing deductions and credits. Major
provisions include a new Making Work
Pay credit, enhancements to the child
tax credit and first-time homebuyer
credit, a 2009 alternative minimum
tax (AMT) patch, taxpayer-friendly
additions to many energy incentives,
extensions of 2008 bonus depreciation
and increased Code Sec. 179 expens-
ing, along with a five-year net operat-
ing loss (NOL) carryback for small
businesses, state and local government
relief, and more. In all, the new law
makes over 300 changes to the Internal
Revenue Code.

The new law provides

immediate relief to both
individuals and businesses. Most
of the tax incentives in the new law
are retroactive to January 1, 2009.
What s more, over $280 billion in
tax relief is concentrated within the
next two years.

@ While the overall size of
remains

the new law

massive, those who have been fol-
lowing the bill over the past month
will note that some House and
Senate provisions were pared back
or otherwise modified in final ne-
gotiations. To win passage of the
package, lawmakers reduced the
Making Work Pay credit, placed a
limit on the new five-year NOL
carryback to small businesses, cut
back on proposals to raise and
extend the first-time homebuvers
credit, as well as proposals to cre-
ate a higher new car buyers dedhic-
tion. Nevertheless, tax cuts remain
a large part of the overall stimulus
package, comprising over 33 per-
cent of its final price tag.

INDIVIDUAL INCENTIVES

Making Work Pay Credit

The new law includes President Obama’s
signature provision aimed at individual tax
relief: the Making Work Pay credit. The






