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On February 13, 2008, President Bush signed the Economic Stimulus 

Act of 2008 into law. The law was passed in response to the anticipated 

recession as well as the subprime mortgage crisis. The aim of this bill is 

to increase consumer and business spending as well as provide relief for 

the victims of the subprime mortgage crisis.

The Economic Stimulus Act of 2008 

has three main aspects:

 1) Tax Rebates

 2) Business Tax Incentives

 3) Increased Mortgage Limits

Tax RebaTes

The tax rebates are the centerpiece of 

the Economic Stimulus Act of 2008. 

Most individuals will receive a rebate 

check sometime during 2008 from 

the U.S. Treasury. The amount will be 

based on filing status and income on 

the 2007 return. The rebate consists of 

two basic elements:

 1) Basic credit 

 2) Additional credit  

for qualifying children

An eligible individual will receive a 

basic credit amount equivalent to the 

greater of: 

 1) net income tax liability up to a 

maximum of $600 ($1,200 for a 

joint return); 

 Or

 2) $300 ($600 for a joint return) 

if either (a) the taxpayer’s 

“qualifying income” is at least 

$3,000; or (b) his net income tax 

liability is at least $1 and gross 

income is greater than the sum 

of the applicable basic standard 

deduction amount and one 

personal exemption (two personal 

exemptions for a joint return.)

For the purposes of the Economic 

Stimulus Act, qualifying income 

includes: 

 (1) earned income; 

 (2) Social Security benefits (as defined 

in Code Sec. 86(d) ); and 

 (3) any compensation or pension 

received under chapter 11 

(compensation for service-

connected disability or death), 

chapter 13 (dependency and 

indemnity compensation for 

service-connected deaths), or 
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chapter 15 (pension for non-service-

connected disability) of title 38, U.S. 

Code. ( Code Sec. 6428(e)(3) ) 

Nonresident aliens, estates or trusts, and 

dependents are not eligible for the rebate. 

An individual who is eligible for any 

amount under the base credit may also 

meet the criteria for a qualifying child 

credit. The Economic Stimulus Act 

provides an additional $300 for each 

qualifying child. A qualifying child must 

have the same principal residence as the 

taxpayer for more than half the tax year, 

satisfy a relationship test, and must not 

have provided more than half of his or her 

own support for the year. 

A child who is not a citizen, national, or 

resident of the U.S. can’t be a qualifying 

child. The qualifying child must meet the 

same requirements for the rebate as it does 

for the child tax credit. 

Phaseout

The amount of the recovery rebate credit 

(both the basic and the child’s amount)  

is reduced (but not below zero) by 5%  

of a taxpayer’s adjusted gross income  

(AGI) above $75,000 ($150,000 for  

joint returns.)

The following examples were provided by 

the Research Institute of America and the 

U.S. Treasury:

Illustration 1: 

A married couple filing jointly with one 

child has earned income of $4,000, and no 

net tax liability. Their rebate is $900: ($600 

basic + $300 child rebate.). 

Illustration 2: 

A head of household has $4,000 in earned 

income, one qualifying child, and no net 

tax liability before applying refundable 

credits and the child credit. He or she 

receives a rebate of $600 ($300 + $300  

for the child.) 

Illustration 3: 

A married couple filing jointly has $40,000 

in earned income, two qualifying children, 

and a net tax liability of $1,573 before 

refundable credits and the child credit are 

applied (their actual tax liability after the 

child credit is −$427). They get an $1,800 

rebate: [$1,200 + ($300 × 2 children)]. 

Illustration 4: 

A married couple filing jointly has $2,000 

in earned income, one qualifying child, 

and $1,100 in net tax liability (from 

other unearned income) before applying 

refundable credits and the child credit 

(their actual liability after the child credit is 

$100). The taxpayers have a $1,400 rebate: 

($1,100 basic credit + $300 child rebate). 

Illustration 5: 

A single taxpayer has $14,000 in Social 

Security income, no qualifying children, 

and no net tax liability before the appli-

cation of refundable credits and the child 

tax credit. The taxpayer gets a $300 rebate. 

business  

Tax incenTives

Section 179 expensing

Section 179 of the United States Internal 

Revenue Code allows a taxpayer to 

expense, rather than depreciate the cost 

of certain new or used tangible personal 

property that was placed in business during 

the tax year. These kinds of properties 

are generally referred to as Section 179 

property. 

For tax year 2008 ONLY, the Economic 

Stimulus Act increases the Section 179 

amount from $128,000 to $250,000. 
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For any given tax year, the amount of 

Section 179 expense is reduced dollar-

for-dollar by the amount of Section 179 

property placed in service during the  

tax year in excess of a specified invest- 

ment ceiling. 

For tax year 2008 ONLY, the Economic 

Stimulus Act increases the investment 

ceiling from $510,000 to $800,000. 

The following examples were provided by 

the Research Institute of America:

Illustration 1: 

In 2008, calendar-year ABX Corp 

purchases and places in service $800,000 

of expensing-eligible property. It has $1 

million of taxable income derived from the 

active conduct of its trade or business. If it 

elects to do so, ABX can expense $250,000 

of the property because it has not exceeded 

the investment ceiling amount. The 

$550,000 balance of its purchases has to 

be written off over the applicable recovery 

period. 

Illustration 2: 

In 2008, calendar-year XYZ Corp buys and 

places in service $825,000 of expensing-

eligible property. Because it has exceeded 

the investment ceiling amount, XYZ may 

expense $225,000 of its 2008 purchases 

[$250,000 − ($825,000 − $800,000)] and 

must depreciate the $600,000 balance of 

its purchases over a period of years. 

Bonus Depreciation

The cost of most capital assets is able to 

be recovered by depreciating the value of 

the property over the cost of its life. The 

method most often used for depreciating 

this property is known as MACRS 

(modified accelerated cost recovery system). 

For property placed in service after 

December 31, 2007 and before  

January 1, 2009, the economic stimulus 

act allows for an additional depreciation 

deduction equivalent to 50% of the 

adjusted basis of “qualified property.”

“Qualified property” for the bonus 50% 

first-year depreciation must fall into one of 

these four categories:

 (1) Property to which MACRS applies 

with a recovery period less than or 

equal to 20 years;

 (2) Water utility property

 (3) Computer software which is readily 

available for purchase by the general 

public, is subject to a nonexclusive 

license, and has not been substantially 

modified, and other computer 

software which is not acquired in 

a transaction (or series of related 

transactions) involving the acquisition 

of assets constituting a trade or 

business or substantial portion 

thereof. 

 (4) Qualified leasehold improvement 

property 

Bonus Depreciation  

for Passenger Automobile

Taxpayers are allowed to depreciate 

passenger automobiles and light truck or 

vans used 50% or greater in the course of 

their business. 

The Economic Stimulus Act increases 

the allowable first-year depreciation for 

passenger vehicles from $3,060 to $11,060. 

The Act also increases the allowable first-

year depreciation for light truck or vans 

from $3,260 to $11,260.
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 Who has the expertise to make sure 
there are no gaps in your coverage, no 
matter what you’re doing, no matter 
where you are in the world?  

 Keep your estate current.  Estates are 
not just about death; they’re also about 
taxes, health care proxies and other 
complex, interlocking concepts and 

documents.  Your will, health care 
proxies and durable power of attorney 
need to be current and flexible enough 
to accommodate changes in the tax law.  
Do you want to worry about all the risks 
of keeping an incomplete or outdated 
estate package?  

Family Financial Services relieves you of the tedium of day-to-day management of your financial 
affairs, so you can spend your time doing more important things – like enjoying your family, 
building on your successes and meeting your work commitments. 

It also relieves you of hassle and worry.  We understand how to do these things right.  We 
should; we’ve been helping our clients manage their affairs for over 40 years.  And our primary 
business is accounting, so you know you can trust us to take a straightforward, bottom line-
oriented approach.  Of course, we’ll also track your information for tax purposes, so you won’t 
have to worry about that, either. 

Find out more about whether our Family Financial Services are the right choice for you.  Call us 
today at 212.382.0404
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To comply with the requirements of Circular 230, which provides regulations governing certain conduct of U.S. tax lawyers giving written advice with respect to U.S. tax matters, please be aware that any U.S. federal tax advice contained in
this communication (including any attachments) is not intended to be used and cannot be used by you or any other person for the purpose of (i) avoiding penalties that may be imposed under the Internal Revenue Code or (ii) promoting, 
marketing or recommending to another party any tax-related matter addressed herein. 

make sure that products and services you 
sell are fully insured.  There is a whole range 
of insurance products that cover 
“malpractice” in just about any industry.
Remember, insurance isn’t only an expense; 
it’s an investment in protecting your family.
Disability is a particularly valuable coverage 
to obtain because it could supplement the 
small income you would receive from the 
state-run worker’s compensation program 
in the event that you are injured or suffer 
from a serious illness. 

Ask your CPA to refer you to a good insurance 
broker who will take the time to help you assess 
risks and get the coverage you need. 

4 .   B O O K K E E P I N G

Businesses need to keep much more 
thorough records than individuals do.
Bookkeeping is often an after-thought, but 
it is one of the most important systems you 
can put into place.  Several computer-based 
systems are available and they can be 
implemented with minimal effort and 
expense.  Many business owners decide to 
outsource this function, and most CPAs 
can take it on for you.  Your CPA will also 
help you decide whether to keep track of 
you income and expenses on a cash or 
accrual basis.  Businesses that have outlays 
for inventory and tend to have a lot of 
receivables tend to do better with an accrual 
system.  The IRS also requires certain 
businesses to keep financial records on an 
accrual basis. 

Consult your CPA about bookkeeping at the 
very early stages of your business.

 5 .   C A S H  F L O W  

As an employee you have become 
accustomed to drawing a regular salary.  As 
the owner of a new business, you probably 
won’t be able to draw one for the first three 
months or so.  The cash flow of any new 

entity is very slow.  You and your CPA 
should work on a cash flow projection for 
the next 6 months. You should also make 
sure you have a cushion to cover expenses 
for a few months. 

Plan ahead now and avoid unpleasant 
surprises later. 

6 .   E M P L O Y E E  E X P E N S E S

While salaries constitute the biggest expense 
related to employees, two other categories 
can add up quickly.  Fringe benefits and 
similar expenses add at least 15% of each 
employee’s salary.  Various government 
requirements – such as FICA, worker’s 
comp and disability – add more.

Take full account of potential expenses related 
to employees before you hire them. 

7 .   O T H E R  M O N E Y  M A T T E R S   

There is a whole range of other money 
matters to consider: 

What should be paid from where. 

Separate credit cards for personal and 
business uses. 

What bank you use. 

Creating a relationship with the bank’s 
manager (who can often approve credit on 
the spot). 

Actual cost to acquire and build out 
your space. 

Take time to enumerate everything you might 
need to make your business run smoothly.

T H E  B O T T O M  L I N E  

Your CPA’s job is to help you dig into 
things and build in flexibility.  He or she has 
experience in identifying potential issues 
before they crop up.  Start conferring with 
him or her as soon as you think about 
starting a business; it will save you time, 
trouble and money along the line.

incReased  

MoRTgage LiMiTs

Prior to the Economic Stimulus Act, 

residential mortgages, sometimes 

referred to as “jumbo mortgages”, of 

up to $417,000($625,000 in Alaska, 

Hawaii, Guam, and the U.S. Virgin 

Islands) were eligible for insurance by 

the Federal Housing Administration 

(FHA) and for purchase by Fannie Mae 

and Freddie Mac.

These mortgages were eligible for 

lower interest rates because of their 

insurance by FHA. For 2008 ONLY, 

the Economic Stimulus Act raises the 

limit of these mortgages to 125% of 

the median house price in the same 

metropolitan statistical area or county, 

up to a maximum of $729,750.
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