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On Feb. 17, 2009, the Presi-
dent signed into law the 
American Recovery and 

Reinvestment Act of 2009, Pub. 
L. No. 111-5, H.R. 1, 111th Cong., 
1st Sess. (2009).  The legislation 
contains tax provisions (in Division 
B, Title I) and is part of a larger bill 
designed to stimulate the economy 
out of the deep recession now grip-
ping the country. This article sum-
marizes the major tax provisions in 
that portion of the bill. Provisions 
not found in Title I of Division B 
are marked as in Title II or Title III.

Business provisions 
Expense Method Depreciation. 
The Act extends the 2008 level of 
expense method depreciation under 
I.R.C. § 179 ($250,000) to 2009 
with the phase-out beginning at 
$800,000 as was the case in 2008. 
Act § 1202, amending I.R.C. § 
179(b)(7).

“Bonus” Depreciation.” The Act 
extends the 50 percent bonus depre-
ciation through Dec. 31, 2009, for 
new property (the original use of 

which commences with the taxpay-
er), retroactive to Jan. 1, 2009.

The legislation raises the regular 
dollar cap for new vehicles placed 
in service in 2009 by $8,000 which 
elevates the maximum amount of 
fi rst year depreciation for passenger 
automobiles to $10,960 ($11,160 
for trucks and vans). Act § 1201, 
amending I.R.C. § 168(k)(2).

NOL Carryback. The 2009 legisla-
tion provides for a three, four or 
fi ve year carryback of 2008 net 
operating losses (the choice is up 
to the taxpayer) but only for quali-
fi ed small businesses with average 
gross receipts of $15 million or 
less. This provision is effective for 
tax years beginning or ending in 
2008. Unless changed further, the 
regular two-year carryback returns 
for 2009. Businesses that had made 
an election applicable to its NOL 
can revoke that election within 60 
days to take advantage of the longer 
three, four or fi ve year carryback. 
Act § 1211, amending I.R.C. § 
172(b)(1)(H).

American Recovery and Reinvestment Act of 2009
By Neil E. Harl, Charles F. Curtiss Distinguished Professor in Agriculture and Emeri-
tus Professor of Economics, Iowa State University, Ames, Iowa. Member of the Iowa 
Bar, 515-294-6354, harl@iastate.edu

The provision does not change the 
fi ve year carryback for “farming 
losses.”
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Work Opportunity Tax Credit. The 2009 Act creates 
two new categories of target groups under the Work 
Opportunity Tax Credit – unemployed veterans and 
disconnected youth (ages 16 through 24), applicable to 
individuals who are hired and begin work in 2009 or 
2010. Act § 1221, amending I.R.C. § 51(d)(14).

Discharge of Indebtedness. The 2009 Act permits 
eligible businesses to elect, irrevocably, to recognize 
discharge of indebtedness income over fi ve years, 
beginning in 2014, for specifi ed types of business 
debt repurchased by the business after Dec. 31, 2008 
and before Jan. 1, 2011. The provision is for bonds, 
debentures, notes, certifi cates or other instruments 
constituting indebtedness issued by a C corporation or 
any other person in connection with the conduct of a 
trade or business carried on by the person. The Act also 
provides for the acceleration of deferred items under 
certain circumstances (such as liquidation, sale of sub-
stantially all of the assets of the taxpayer or cessation 
of business by the taxpayer. Act § 1231, adding I.R.C. 
§ 108(i).

Qualifi ed Small Business Stock. The 2009 legislation 
increases the exclusion for qualifi ed small business 
stock from 50 percent of the gain on sale to 75 percent 
for stock acquired after the date of enactment (Feb. 
17, 2009) and before Jan. 1, 2011. For this purpose, a 
“small business” cannot have assets over $50 million 
and must be conducting an active trade or business. Act 
§ 1241, amending I.R.C. § 1202(a)(3).

Decreased Estimated Tax Payments. Owners of quali-
fying small businesses are eligible for reduced esti-
mated tax payments for 2009 (substituting 90 percent 
for 100 percent) if the owner’s adjusted gross income 
is less than $500,000 and more than 50 percent of the 
gross income was from a small business. Act § 1212, 
amending I.R.C. § 6654(d)(1)(D).

S Corporation Built-In Gains. The 2009 Act shortens, 
temporarily, from ten to seven years, the holding period 
for assets subject to the built-in gains tax imposed 
when a C corporation elects to become an S corpora-
tion. The provision applies to C corporations convert-
ing to S corporation status where the seventh taxable 
year (in the 10-year recognition period) preceded the 
taxable year (2009 or 2010). Act § 1251, amending 
I.R.C. § 1374(d)(7).

NOL Limitations on Banks. The 2009 law reinstates 
the net operating loss limitations in effect before the 

issuance of Notice 2008-83, 2008-2 C.B. 905. That 
notice provided relief from the net operating loss limi-
tations for corporations acquiring a fi nancially-strapped 
bank despite the I.R.C. § 382 limitations. Members of 
Congress registered objections with the result that the 
IRS action was reversed. However, the provision states 
that the Notice is effective for ownership changes oc-
curring on or before Jan. 16, 2009, or that were pursu-
ant to a binding written contract on that date. Act § 
1261.

New Markets Tax Credit. The 2009 tax bill increases 
the authorization for additional allocations of $5 billion 
for 2008 and $5 billion for 2009 for the New Markets 
Tax Credit. Act § 1403, amending I.R.C. § 45D(f)(1).

COBRA Premium Cost Sharing. The 2009 law reduces 
the premium payment for laid-off workers to 35 percent 
of the premium with the former employer responsible 
for the remaining amount (65 percent). The legislation 
allows employers to credit their share of the premium 
payment against wage withholding and payroll taxes. 
The premium is limited to those with incomes of less 
than $125,000 for singles, $250,000 for married fi ling 
jointly.

The loss of the job must have occurred between Sept. 
1, 2008 and Dec. 31, 2009. For those who lost their 
jobs after Sept. 1, 2008, and declined COBRA cover-
age, they have another chance to benefi t from the new 
provision. Act § 3001, Title III,

Individual tax incentives
Making Work Pay Credit. The Making Work Pay 
provisions allows a refundable credit against income 
tax in an amount equal to the lesser of 6.2 percent of 
earned income or $400 ($800 for married taxpayers 
fi ling jointly). The credit is retroactive to Jan. 1, 2009 
and extends through 2010. The credit phases out above 
$75,000 ($150,000 on a joint return). The provision 
effectively offsets an individual’s share of FICA payroll 
taxes for the fi rst $6452 in earnings ($12,904 for mar-
ried fi ling jointly). The credit applies to employers and 
self-employed individuals. Act § 1001, adding I.R.C. § 
36A.

The credit is not available to non-resident aliens, 
estates and trusts, and any individual who may be 
claimed as a dependent by another taxpayer. Id.

Economic Recovery Payment ($250). The 2009 Act 
provides for a one-time payment of $250 to individuals 
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on fi xed incomes (e.g., social security recipients, rail-
road retirees, disabled veterans and retired government 
employees). The credit reduces the Making Work Pay 
credit to which the individual is entitled. The payment 
is to arrive within 120 days after the date of enactment 
(Feb. 17, 2009). Act §§ 2201, 2202, Title II.

Alternative Minimum Tax. The 2009 law raises the 
alternative minimum tax exemption levels for 2009 to 
$70,950 for joint fi lers and surviving spouses, up from 
$69,950 for 2008 and to $46,700 for singles and heads 
of households (up from $46,200). Act § 1012, amend-
ing I.R.C. § 55(d)(1).

First-Time Home Buyers. The 2009 law increases the 
current maximum 10 percent fi rst-time home buyer 
tax credit from $7,500 to $8,000 and eliminates any 
required payment after 36 months in the home. The 
provision applies to purchases of a principal residence 
by a fi rst-time home buyer after Dec. 31, 2008, and 
before Dec. 1, 2009. 

The phase-out limits beginning at $75,000 ($150,000 
for joint fi lers) continue to apply to both credits. Act § 
1006, amending I.R.C. § 36.

New Car Deduction for Taxes. The 2009 bill allows 
an above the-line deduction for purchases of new (not 
used) vehicles on or after Feb. 17, 2009, for state and 
local sales taxes or excise taxes paid on the purchase. 
The deduction is limited by the portion of the tax at-
tributable to the fi rst $49,500 of the purchase price of 
any one vehicle and by an income phase-out beginning 
at $125,000 ($250,000 on a joint return).

The deduction applies to domestic and foreign auto-
mobiles, SUVs, light trucks, motor homes and motor-
cycles, weighing not more than 8,500 pounds gross 
weight. Taxes on a lease agreement do not qualify. Act 
§ 1008, adding I.R.C. § 164(a)(6). 

Education Tax Credit. The HOPE education credit, 
renamed the American Opportunity Tax Credit, is 
increased from $1,800 to $2,500 per year effective in 
2009 and extended to four years of post-secondary 
education. The provision added course materials to 
qualifying expenses. The phase-out level is increased to 
$80,000 ($160,000 for joint fi lers). The credit is made 
40 percent refundable. Under the new credit, the maxi-
mum credit of $2,500 per year is allowed on $4,000 of 
qualifying payments (100 percent of the fi rst $2,000, 
25 percent of the next $2,000). Act § 1004, amending 
I.R.C. § 25A(i).

Child Tax Credit. The 2009 Act reduces the $8,500 in-
come threshold for 2009 and 2010 to $3,000 (in 2008, 
taxpayers were allowed a refundable credit equal to 
15 percent of their earned income in excess of $8,500 
up to the child credit amount). Act § 1003, amending 
I.R.C. § 24(d)(4).

Earned Income Credit. The 2009 law increases the 
earned income credit for 2009 and 2010 to 45 percent 
of the fi rst $12,570 of earned income for taxpayers with 
three or more qualifying children. The phase-out is ad-
justed upward for joint fi lers to eliminate any marriage 
penalty. Act § 1002, amending I.R.C. § 32(b).

Unemployment Compensation. The 2009 law tempo-
rarily excludes up to $2,400 in unemployment compen-
sation from a recipient’s gross income for taxable years 
beginning in 2009 only. Act § 1007, amending I.R.C. § 
85(e).

Transportation Benefi ts. The 2009 Act increases the 
current $120 per month income exclusion for transit 
passes and van pooling to $230 per month (commenc-
ing in March of 2009 and running through 2010 with 
an infl ation adjustment for 2010). Act § 1151, amend-
ing I.R.C. § 132(f)(2).

Qualifi ed Tuition Programs. The 2009 law allows, for 
2009 and 2010, the use of tax-free distributions from 
qualifi ed tuition programs to pay for computers and 
computer technology, including internet access. The 
provision allows other family members to use the tech-
nology without allocation so long as the student uses 
the technology. Act § 1005, amending I.R.C. § 529(e)
(3)(A.

Energy provisions
Residential Energy Property Credit. The 2008 leg-
islation increases the I.R.C. § 25C residential energy 
property tax credit from 10 percent to 30 percent, raises 
the maximum cap to an aggregate amount of $1,500 for 
2009 and 2010 installations, eliminates the $500 life-
time cap along with other minor changes. The changes 
are effective for property placed in service after Dec. 
31, 2008, and before Jan. 1, 2011. Pre-2008 credits are 
not counted toward the $1,500 maximum. Act § 1121, 
amending I.R.C. § 25C.

Improvements eligible for the Section 25C credit 
include insulation material; exterior windows, includ-
ing skylights; exterior doors; central air conditioners; 
natural gas, propane or oil water heaters or furnaces; 
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hot water boilers; electric heat pump water heaters; 
some metal roofs; stoves using renewable plant-derived 
fuels and advanced main circulating fans. Id.

Residential Energy Effi cient Property Credit. The 
2009 Act removes the individual dollar caps under the 
I.R.C. § 25D residential energy effi cient property credit 
for solar hot water property, geothermal heat pumps 
and wind energy property. A $500 credit cap is placed 
on qualifi ed fuel cell property expenditures per half 
kilowatt of capacity. Act § 1122, amending I.R.C. § 
25D(b).

Alternative Fuel Pump Tax Credit. The 2009 law 
increases the credit for alternative fuel vehicle refueling 
property for commercial and retail refueling stations in 
2009 and 2010. The credit is increased from 30 percent 
to 50 percent and the cap is raised from $30,000 to 
$50,000. For individuals, the credit is also increased 
to 50 percent but the amount is capped at $2,000. For 
hydrogen refueling property, the credit is capped at 
$200,000. Act § 1123, amending I.R.C. § 30C(e)(6).

Renewable Electricity Production Credit. The 2009 
Act extends the credit for electricity produced from re-

newable sources (such as wind) through 2013 for wind 
facilities in terms of the placed-in-service dates for 
qualifi ed facilities. Act § 1101, amending I.R.C. § 45.

Plug-In Electric Vehicles. The 2009 bill modifi es the 
credit for plug-in electric vehicles (base amount of 
$2,500) with the credit reduced once the manufacturer 
reaches its 200,000th sale.

Separate treatment is allowed for low-speed vehicles. 
Act §§ 1141-1144, amending I.R.C. §§ 30, 30D.

A vehicle eligible for the plug-in credit is not eligible 
for the qualifi ed hybrid vehicle credit under I.R.C. § 
30B.

Increase in the Debt Limit. The 2009 legislation raises 
the U.S. debt limit to $12,104,000,000,000. Act § 1604, 
Title III, amending 31 U.S.C. § 3101(b).

The 2009 Iowa Farm Custom Rate Survey fol-
lowed the recent trend of small, but consistent 
annual increases in rates.  Most tillage opera-

tions showed increases of three to fi ve percent over the 
average rates in the 2008 survey, while harvesting rates 
were up slightly more than that.  Fuel prices soared last 
summer, causing many custom operators to add an ex-
tra charge to their normal rates.  While fuel prices have 
declined since then, the high cost of new equipment 
and repairs has contributed to higher overall machinery 
costs.

The values reported on the survey are simply the aver-
age of all the responses received for each category. 
The range of the highest and lowest responses received 
is also reported. These values are intended only as a 
guide. There are many reasons why the rate charged 

in a particular situation should be above or below 
the average. These include the timeliness with which 
operations are performed, quality and special features 
of the machine, operator skill, size and shape of fi elds, 
number of acres contracted, and the condition of the 
crop for harvesting. The availability of custom opera-
tors in a given area will also affect rates. 

A total of 255 people responded to this year’s survey, 
38 percent more than last year.  Of this group, 28 
percent indicated that they performed custom work, 
17 percent indicated that they hired work done, and 55 
percent indicated that they did both. Several new opera-
tions and services were included in the 2009 survey, 
including applying liquid manure with a drag line, 
welding machinery, and using a scale to weigh grain 
trucks. 

New Iowa farm custom rate survey available
By William Edwards, extension economist, 515-294-6161, wedwards@iastate.edu 

*Reprinted with permission from the Feb. 20, 2009 issue of 
Agricultural Law Digest, Agricultural Law Press Publications, 
Brownsville, Oregon. Footnotes not included.
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The Ag Decision Maker offers a Decision 
Tool to help custom operators and other 
farmers estimate their own costs for specifi c 
machinery operations.  The Machinery Cost 
Calculator (fi le A3-29) can be found under 
Crops, then Machinery in the Ag Decision 
Maker table of contents. 

The 2009 Iowa Farm Custom Rate Survey 
is available at county Extension offi ces or 
online as publication FM-1698 from the 
Extension online store, or as Information File 
A3-10, Iowa Farm Custom Rate Survey, on 
the Ag Decision Maker website.

Average Farm Custom Rates Reported for Iowa
Operation 1978 1988 1998 2009
Chisel plowing, per acre $6.00 $8.40 $9.65 $13.70
Planting, per acre $4.40 $6.80 $8.85 $14.10
Spraying, per acre $2.40 $3.50 $4.00 $6.00
Combining corn, per acre $16.20 $22.00 $23.40 $29.70
Combining soybeans, per acre $14.00 $20.60 $22.55 $28.70
Baling square bales, per bale $.21 $.29 $.36 $.50
Custom farming, corn, per acre $58.00 $71.00 $75.80 $100.20
Custom farming, soybeans, per acre $50.00 $65.00 $70.65 $89.80
Machinery operating wage, per hour $3.50 $5.10 $7.20 $12.30
Source: Iowa State University, Iowa Farm Custom Rate Surveys, FM-
1698.

The 2008 average corn and soybean yields for 
counties and districts in Iowa were released in 
early March 2009. This information is collected 

by the USDA National Ag Statistics Service Iowa Field 
Offi ce each year through a County Agricultural Pro-
duction Survey. The Ag Decision Maker website, we 
provides this data in Information Files A1-12 and A1-
13, Historical Yields by County, which show county 
averages from 1999 through 2008. This information 
is helpful for seeing trends in yields over the past 10 
years. Information File A1-14, Iowa Corn and Soybean 
Yields, also shows the 10-year average yield, and the 
year and yield results for the highest and lowest years 
for each county. This information is helpful in develop-
ing corn and soybean budgets, cash-fl ow projections, or 
other types of analysis for producers where the actual 
production history is not available. The crop yields are 
reported in bushels per harvested acre, some programs 
such as Average Crop Revenue Election (ACRE) use 
bushels per planted acre. 

The USDA National Ag Statistics Service Iowa Field 
Offi ce conducts the County Agricultural Production 
Survey each year to collect data that are then used to 
establish the county level yields as well as livestock 
inventory.  The address for the NASS website for Iowa 
is: www.nass.usda.gov/Statistics_by_State/Iowa/index.
asp. 

Iowa corn and soybean county yields

Each year, approximately 20,000 randomly selected 
operators in Iowa are interviewed using an eight page 
questionnaire.  The operator reports the whole farm’s 
acres, planted, harvested, yield and production for corn, 
soybeans, oat, wheat, and hay, storage capacity, cattle 
inventory, hog inventory, goat inventory, sheep inven-
tory, and any other livestock.  They also are asked to 
report acres rented from someone else and cash rent 
paid for those acres. 

The data for the sample of 20,000 are collected using 
several methods; mail, telephone interview, personal 
interview, or the operator can even report electroni-
cally.  Data collection begins when corn and soybeans 
have reached 90 percent harvested in Iowa, typically 
around mid-November.  Trained enumerators or census 
takers collect the data.  The same enumerators are used 
to collect data for NASS year-round. Strict guidelines 
are followed by the Iowa offi ce that match steps taken 
by other state Ag Statistics offi ces. This ensures compa-
rable results on a national level.

Several steps are taken to check the reliability of the 
reports. The fi rst step is a check for reasonableness, 
and any questionable results are double-checked with 
the operator. The results are then entered into a secure 
computer system checked again for extreme yields and 

By Ann M. Johanns, extension program specialist, 641-732-5574, aholste@iastate.edu



. . . and justice for all
The U.S. Department of Agriculture (USDA) prohibits dis-
crimination in all its programs and activities on the basis of 
race, color, national origin, gender, religion, age, disability, 
political beliefs, sexual orientation, and marital or family 
status. (Not all prohibited bases apply to all programs.) 
Many materials can be made available in alternative formats 
for ADA clients. To fi le a complaint of discrimination, write 
USDA, Offi ce of Civil Rights, Room 326-W, Whitten Build-

Permission to copy
Permission is given to reprint ISU Extension materials 
contained in this publication via copy machine or other 
copy technology, so long as the source (Ag Decision 
Maker Iowa State University Extension ) is clearly 
identifi able and the appropriate author is properly 
credited.

ing, 14th and Independence Avenue, SW, Washington, DC 
20250-9410 or call 202-720-5964.
Issued in furtherance of Cooperative Extension work, Acts 
of May 8 and June 30, 1914, in cooperation with the U.S. 
Department of Agriculture. Jack M. Payne, director, Coopera-
tive Extension Service, Iowa State University of Science and 
Technology, Ames, Iowa. 
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Internet Updates
The following updates have been added on www.extension.iastate.edu/agdm. 
USDA’s Season-Average Commodity Prices – A2-15  (1 page)  
Transferring Ownership of Farm Machinery – A3-32  (7 pages)  
Understanding Double Entry Accounting – C6-33  (14 pages)  

Decision Tools
The following Decision Tool has been added on www.extension.iastate.edu/agdm. 
USDA’s Season-Average Price Calculator – Use this calculator to estimate the season average price for 
corn and soybeans.

Current Profi tability
The following profi tability tools have been updated on www.extension.iastate.edu/agdm to refl ect current 
price data. 
Corn Profi tability – A1-85 
Soybean Profi tability – A1-86
Ethanol Profi tability – D1-10

Iowa corn and soybean county yields, continued from page 5

outliers in the data. At this point, the data are ready to 
be analyzed. NASS uses a system called Interactive 
Data Analysis System or IDAS. With this program, 
they can graphically look at all data that has been re-
ported. It can be broken down by district and county at 
this point as well. During this phase, outliers are once 
again identifi ed but by district and county. These are 
checked once more with the operator for reliability. 

The data are then summarized by district and county 
indications (or point estimates) for acreage planted, 
harvested, yield, and livestock inventory.  The summa-
ry indications are compared against “check data” from 
Farm Service Agency (FSA) and Risk Management 
Agency (RMA) at the county level.  These fi nished es-

timates are reviewed by the NASS Ag Statistics Board 
in Washington, DC. This board reviews Iowa estimates 
as well as other states to check for consistency and 
once again for accuracy. After this fi nal review, the 
yield reports are published and made available online. 

Summary information is available on the Ag Decision 
Maker website. For other county estimates, including 
average livestock prices, crop reports, and farm num-
bers, visit the NASS website for Iowa at: www.nass.
usda.gov/Statistics_by_State/Iowa/index.asp. 

This information was provided in part by the USDA National 
Ag Statistics Service Iowa Field Offi ce and information avail-
able on their website. 


