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YOU MAY BE ELIGIBLE FOR 2009 AND 2010 TAX CREDITS
The much anticipated economic stimulus package, the American Recovery and Reinvestment Act of 2009, may help lower your tax liability and produce refundable credits. 

Making Work Pay Credit
The American Recovery and Reinvestment Tax Act of 2009 created the “Making Work Pay Credit”, which provides eligible individuals with a tax credit of $400 or $800 in the case of a joint tax return. However Making Work Pay Credit is limited to 6.2 percent if the taxpayer’s earned income is less than $6,500 or $13,000 in the case of joint returns. Individuals eligible for the credit include any individual with earned income other than  (1) a nonresident alien, (2) an individual with respect to whom another individual may claim a dependency deduction, or (3) an estate or trust.  “The Making Work Pay Credit” may also be problematic for individuals with more than one job, since both employers will reduce withholding or is subject to the income limitation phased out if the individual’s modified adjusted gross income is in excess of $75,000 ($150,000 in the case of a joint return). IRS is warning taxpayers to file a new Form W-4 with their employers if they do not want the Making Work Pay credit table adjustment to reduce their withholding more than their credit. If you have any questions regarding the new Form W-4 or Making Work Pay Credit, please call our office. 
American Opportunity Tax Credit

The Act created the American Opportunity Tax Credit, which is an alteration of the Hope Scholarship Credit for tax years 2009 and 2010. This tax credit is a doubling of the allowance for qualified tuition and related expenses from $2,000 to $4,000.  Additional expenditures are eligible for the credit calculation. The credit has been extended for two additional years of post-secondary education. The phased out limit has also been increased by raising the denominator within the limitations formula from $40,000 to $80,000 for single and from $80,000 to $160,000 in the case of a joint return. 

Extension and Modification of Credit for Non-business Energy Property

This act will increase the amount of the tax credit to 30 percent of the amount a taxpayer pays for qualified energy efficiency improvements and expenditures for residential energy property qualifying under the statute. Taxpayers are able to claim the tax credit on the full amount of the residential energy property expenditures and 10 percent of the amount paid for qualified energy efficiency improvements. In addition the aggregate amount of tax credits, which may be claimed over the lifetime of a taxpayer, is increased from $500 to $1,500. The Act also amends the energy efficiency standards for electric heat pumps, central air conditioners, water heaters, wood stoves, natural gas, propane and oil furnaces and water heaters, exterior windows, doors and skylights, and installation materials. 
If you have any questions or concerns about the credits that were mentioned in this newsletter please call our office. 
