Tax deductions and credits available for new and fuel-efficient vehicle purchases
Source: Internal Revenue Service, Kiplinger and Bob Flashman, UK family resource management specialist

Now that most of you have filed your 2008 taxes, it’s not too early to start thinking about earning tax deductions for 2009. The American Recovery and Reinvestment Act offers a tax deduction for those who purchase a new vehicle this year. Also, a tax credit for the purchase of a more fuel-efficient vehicle is available to taxpayers through the Energy Policy Act of 2005. 
The new vehicle purchase tax credit allows you to claim a deduction for the sales tax paid on any new car, truck, motorcycle or recreational vehicle purchased between Feb. 17 and Dec. 31. If you purchase a vehicle for less than $49,500, you can claim the entire sales tax as a deduction.  If the vehicle you purchased costs more than $49,500, you can deduct the sales tax paid up to $49,500.

On your 2009 tax returns, this deduction does not have to be itemized. The tax deduction can be added to your standard deduction. If you do itemize your deductions, include the new vehicle deduction with other qualifying items, such as state and local property taxes and mortgage interest.

Qualifying vehicles must be new, not used and weigh less than 8,500 pounds to be eligible for the tax credit. 

While the credit is available to everyone, it phases out for taxpayers with an adjusted gross income of more than $125,000 or $250,000 for joint fliers. 
Another way to earn tax credit toward 2009 taxes is to purchase a more fuel-efficient vehicle.  Qualifying vehicles include hybrids, fuel cell, alternative fuel motor, heavy hybrids and lean-burn technology and must be purchased on or before Dec. 31, 2010.
These tax credits will vary by vehicle based on its make, model and year. You should understand that not all alternative motor vehicles may have a tax credit available.  Once a particular year, make and model of a vehicle reaches a manufacturer sales volume of 60,000 units, taxpayers may no longer claim the vehicle tax credit.

The Internal Revenue Service Web site has a list of vehicles that are currently eligible for the credit and the amount of credit available for each at http://www.irs.gov/businesses/corporations/article/0,,id=202341,00.html. Click on the type of vehicle you are considering purchasing to see the possible tax credits.
For more information on family resource management topics, contact the (COUNTY NAME) Cooperative Extension Service. 
Educational programs of the Cooperative Extension Service serve all people regardless of race, color, sex, religion, disability or national origin. 
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Tax credits available for home energy improvements

Source: Bob Fehr, UK extension professor and ENERGY STAR and Internal Revenue Service

Spring is a great time to begin home improvement projects. If you have been contemplating improving your home’s energy efficiency, this year could be a good time to do it. Not only can these improvements benefit the environment and your wallet through cost and energy savings, but many state and federal tax credits are available to individuals who make energy efficiency improvements to their homes this year.  These tax credits would apply to your 2009 tax return due next year.

The federal energy efficiency improvement tax credits are a part of the American Recovery and Reinvestment Act.  Tax credits are available for improvements made to existing residences and installation of energy-saving products into new homes. The amount of credit varies depending on the type of energy improvement that was made to the home. 

Some of the existing home improvements that qualify for the federal tax credit include the installation of storm windows, storm doors, insulation, central air conditioning and solar water heating. If you are building a new home, you can get tax credits for installing geothermal heat pumps, solar water heaters, small wind systems and fuel cells. It’s important to note that unlike existing homeowners, new homeowners cannot receive tax credits for the installation of products such as windows, doors, insulations, roofs, HVAC or non-solar water heaters. 

 To qualify for the federal tax credit, the home you are improving must be your primary residence. Only energy improvements installed and in working condition between Jan. 1, 2009 and Dec. 31, 2010 are eligible for the tax credit. 

Some energy efficiency improvements are eligible for tax credit on state taxes. The Kentucky Legislature passed the tax credits during the 2008 Legislative Session. Eligible energy improvements must be made between Dec. 31, 2008 and Jan 1, 2016. You can only receive the tax credit for the tax year in which the energy improvement was made. For example, if you made an energy efficiency improvement this year, you could only claim the tax credit on your 2009 taxes, due next April.  Only homes located in Kentucky qualify for the credit. 

In both cases, you will need to keep copies of your receipts, invoices, installation contracts, and manufacturer’s certification statement showing the product qualifies for the tax credit. You do not have to submit these with your 2009 tax forms, but you should keep them for your records.

Those of you who are planning to claim the tax credit on your 2009 federal taxes will need to complete IRS Tax Form 5695. This form will be available late this year or early 2010. 

To find additional information about these federal tax credits, do an online search for “energy tax credits.” There are several good Web sites on this topic, including http://www.energystar.gov and http://www.dsire.org. 

 More financial resource information is available through the (COUNTY NAME) Cooperative Extension Service. 

Educational programs of the Cooperative Extension Service serve all people regardless of race, color, sex, religion, disability or national origin. 

-30-

Tax relief offered in 2009

Source: Bob Flashman, UK family resource management specialist, Internal Revenue Service

To help citizens deal with the economic downturn, Congress passed the American Recovery and Reinvestment Act, which includes tax relief for those who are employed, unemployed, social security recipients, veterans and railroad retirees. 

If you are currently employed, you have likely noticed an increase in your paycheck. The increase took effect this spring and is called a Making Work Pay Tax Credit. This tax credit lowers the amount of federal tax taken out of your paycheck. It will provide you with an extra $400 this year, which will be equally dispersed on your paychecks throughout the year.  

Social security recipients, veterans and railroad retirees will receive an extra $250 this year in benefits as part of the federal stimulus’ Economic Recovery Payment. This is a one-time payment, like last year’s federal stimulus. However, unlike last year’s stimulus, the IRS will not be sending qualifying individuals a lump-sum check. From where you receive the benefit will vary, depending on which category qualifies you for the payment.  If you are retired, disabled or receive Supplemental Security Income (SSI), you will receive your money from the Social Security Administration. If you are a disabled veteran, you can expect your check to come from Veterans Affairs, and those who are railroad retirees will receive their payment from the Railroad Retirement Board. Contact your respective agency for more information.
Additionally, the law provides a one-time refundable tax credit of $250 in 2009 to certain federal, state and local government retirees who receive a government pension or annuity from work not covered by Social Security and do not receive an Economic Recovery Payment. Retirees can claim this one-time credit on their 2009 tax return, but any Making Work Pay credit for which the recipient qualifies will reduce the credit.

If you are unemployed, you will receive tax relief on your 2009 taxes as part of the federal stimulus. Any person who receives unemployment benefits during 2009 is eligible to exclude the first $2,400 of these benefits on their 2009 tax returns due next year. Married couples can claim the credit separately, which means if both parties receive unemployment benefits this year, they can each exclude their first $2,400 in payments.  

If you anticipate receiving more than $2,400 in unemployment benefits this year, you may want to consider having additional tax withheld from your payments. Also you can choose to have income tax withheld from your unemployment payments. All who choose this option will receive a flat 10 percent tax withheld from their benefits. Withholding income tax is completely voluntary, but it may help you avoid a surprise year-end tax bill or a penalty for paying too little tax during the year.

Those who have already elected to have additional tax taken out of their benefits should consider the $2,400 exclusion in determining whether to continue having tax withheld.  Use Form W-4V, Voluntary Withholding Request, or the equivalent form provided by the payer to request withholding begin or end. Form W-4V is also available on http://www.IRS.gov or by calling the IRS toll-free at 1-800-TAX-FORM (829-3676). 
These tax credits will add extra money to your wallet in 2009. For information on ways make your money go further, contact the (COUNTY NAME) Cooperative Extension Service. 


Educational programs of the Cooperative Extension Service serve all people regardless of race, color, sex, religion, disability or national origin.
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