
THEAMERICANRECOVERYANDREINVESTMENTACTOF2009 (ARRA)

Thereis still timeto takeadvantageof the2009AmericanRecoveryandReinvestmentAct taxallowances
for newcapitalinvestments.However,theseincentivesdo expireat theendof theyear.

Section179ExpensingIncentive
TheActallowsqualifyingbusinessesthatpurchase$800,000orlessindepreciableassetsin2009towrite
offthefullpurchasepriceupto$250,000.Propertymustbeacquiredandplacedinserviceby
December31,2009.

50%Special "Bonus Depreciation"Incentive
AnotherchangetheAct broughtto Section179is thatit offersa one-time"bonus"first-yeardepreciationof
50%onqualifyingequipment.Thisis aftertheabovedepreciationlimit is reached. If yourequipment
purchaseexceedsthe$250,000deduction,youcantakethe"bonus"50%depreciationonthe rest- this is
inadditionto normaldepreciation.

EXAMPLEOFHOWCOMPANIESMAYBENEFITFROMTHENEWPROVISIONS:

FirstYearWrite-Off
(Underthenewlaw,$250,000istheMaximumSection179write-off)

$400,000

$250,000

2009EquipmentPurchase

50%BonusFirstYearDepreciation
(Onremainingvalue:$400k-$250k.$150kx 50%- $75k)

$75,000

NormalFirstYearDepreciation
(Depreciationcalculatedatfiveyears,meaning20%peryear.$75kx 20%=$15k)

$15,000

TotalFirstYearDeduction
($250k+$75k+$15K=$340K)

$340,000

TaxSavingsonEquipmentPurchase
(assuminga35%taxrate.$340kx .35- $119k)

$119,000

Thissamplecalculationshowshowtakingadvantageof the Section179deductioncansignificantlylower
the truecostof theequipmentpurchasedor leased. Intheexample,$400,000inequipmentpurchasedhas
a truecostof $281,000. That's$119,000addedtothe bottomline,whichissubstantial!

FormorespecificdetailsabouttheARRA,contactyourtaxprofessionalorvisitthe InternalRevenue
Servicewebsite.


