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BONUS DEPRECIATION RETURNS IN STIMULUS PACKAGE

RETURN OF BONUS DEPRECIATION, INCREASED EXPENSING AND MORE

It’s not the law yet, but the 2009 economic stimulus provisions are promised to be retroactive to January 1,
2009. House Democrats released the details of an $825 billion package to stimulate the economy. The
package includes an extension of the bonus depreciation and the enhanced expensing election originally
included in the 2008 economic stimulus package through December 31, 2010. Under the new proposal
owners who use their aircraft in business would be entitled to an accelerated 50% bonus depreciation on
new aircraft purchases. Bonus depreciation would also include new improvements to a used aircraft.
Current law allows taxpayers to expense up to $133,000 of investments in new and used capital
improvements provided the taxpayer does not invest more than $663,000 during the taxable year. In the
new bill the expensing election will increase to $250,000 and the investment limitation will be phased out
at $1,050,000.

Buy AN AIRPLANE IN 2009, GET A REFUND OF 2004 INCOME TAX

The package also includes a new provision that allows losses incurred in 2008 or 2009 to be carried back 5
years to obtain refunds. Present law provides that net operating losses are carried back 2 years and forward
15 years. The expansion of the carry back may generate immediate cash flow for taxpayers with significant
income tax liability in 2004 through 2006.

Of course there is no assurance that the package will pass in its present form; but these provisions proposed
by the Democrats are designed to draw support from their Republican counterparts. The goal is passage of
the package by Presidents Day, February 16, 2009; the provisions would certainly help the aviation
industry.
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Advocate Consulting Legal Group, PLLC is a law firm whose practice is limited to serving the needs of aircraft owners and op-
erators relating to issues of income tax, sales tax, federal aviation regulations, and other related organizational and operational
issues.

IRS Circular 230 Disclosure. New IRS rules impose requirements concerning any written federal tax advice from attorneys. To
ensure compliance with those rules, we inform you that any U.S. federal tax advice contained in this communication (including
any attachments) is not intended or written to be used, and cannot be used, for the purpose of (i) avoiding penalties under federal
tax laws, specifically including the Internal Revenue Code, or (ii) promoting, marketing or recommending to another party any
transaction or matter addressed herein.
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