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Disclaimers

• These slides are for educational purposes only and are not 

intended, and should not be relied upon, as legal or accounting 

advice.

• Pursuant to Circular 230 promulgated by the Internal Revenue 

Service, please be advised that these slides were not intended 

or written to be used, and that they cannot be used, for the 

purpose of avoiding federal tax penalties unless otherwise 

expressly indicated.
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American Recovery &
Reinvestment Tax Act
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Summary of American Recovery 
and Reinvestment Act of 2009 (ARRA)

• Not Your Bush’s Tax Cuts

• Demand-side stimulus package

• $789 billion economic stimulus plan enacted February 17, 2009

• 35% of cost allocated to tax relief

• Tax relief primarily individual relief for the middle-class and lower 
middle-class 
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Major Tax Benefits for Individuals under ARRA

• The following are the major tax benefits for individuals provided 
by ARRA:

$6.6 Billion$95,000 – Single
$170,000 – MFJ

$75,000 – Single
$150,000 – MFJ

$8,000First-Time 
Homebuyer 

Credit

$14 Billion$90,000 – Single
$180,000 – MFJ

$80,000 – Single
$160,000 – MFJ

$2,500 per 
eligible 
student

American 
Opportunity 
Tax Credit

$116 Billion $95,000 – Single
$190,000 - MFJ

$75,000 – Single
$150,000 - MFJ

$400 – Single
$800 – MFJ

Making 
Work Pay 

Credit

Projected 
Government 

Spending
AGI Phase-Out 

Ends
AGI Phase-Out 

Begins
Maximum 

Benefit
Program 

Title

• The AMT Exemption Amounts (AMT floors) have also been increased to 
$70,950 for MFJ, $46,700 for single, and $35,475 for MFS.

• The projected cost to the Government of this AMT relief is $70 billion.
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NOL Carryback
• Eligible small businesses can elect to use an extended three-, 

four-, or five-year carryback period for 2008 net operating 
losses

• A small business includes any form of business, including:

• C corporations

• S corporations

• Partnerships

• Sole proprietorships

• Fiscal year taxpayers are allowed to carry back NOLs generated in a 
fiscal year beginning or ending in 2008

• Eligible small business: Average annual gross receipts for tax years 
2006-2008 do not exceed $15 million
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NOL Carryback
H.R. 2452

• Introduced in the House of Representatives on May 15, 2009

• Would allow 5-year carryback of 2008 and 2009 NOLs for 
applicable taxpayers

• $15 million average annual gross receipts test eliminated

• Current status??
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Small Business Expensing Election
• For 2009, taxpayers may expense up to $250,000 of qualified 

property placed into service during the 2009 tax year

• Limit reduced dollar-for-dollar for asset acquisitions exceeding 
$800,000

• No benefit when qualified expenditures exceed $1.05 million

• Neither the $250,000 nor the $800,000 amount is subject to 
adjustment for inflation

• Will Illinois decouple??
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“Bonus” Depreciation
• Taxpayers may automatically elect to claim an additional first 

year depreciation deduction equal to 50% of an investment for 
qualified property placed in service after Dec. 31, 2007, and 
before Jan. 1, 2010

• Qualified property includes:

• Tangible property with a recovery period of less than 20 years

• Purchased computer software

• Qualified leasehold improvement property

• The deduction is computed after the application of any allowable
small business expensing

• Observation: Companies in an NOL position might want to elect 
out of the bonus first-year depreciation deduction

• Again, will Illinois decouple??
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Tax Credit Programs
• General Comments

• The market for tax credits has diminished somewhat due to 
companies incurring net operating losses

• One new form of tax credit bonds (Build America Bonds) has been 
designed to mitigate this effect

• Unused portion of credits can be carried forward to future tax 
periods – up to 20 years

• Credits pass through to shareholders of an S Corp and partners  
in a partnership
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Tax Credit Programs
• Build America Bonds

• NEW form of tax credit bond that can be issued before Jan. 1, 2011

• Municipalities that would issue an otherwise tax-exempt bond 
(including private activity bonds) can elect to treat that bond as 
having taxable interest

• Investors receive a nonrefundable tax credit in the amount of 35
percent of the interest payable by the issuer

• Municipality can elect to forego the credit to the investor and instead 
receive a cash payment from the federal government equal to the 
credit that would otherwise be offered to the investor
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Tax Credit Programs
• Work Opportunity Tax Credit

• Provides an incentive for employers to hire individuals from certain 
disadvantaged groups

• For employment dates beginning after Dec. 31, 2008, and before 
Jan. 1, 2011

• WOTC is equal to 40% of the first $6,000 of wages paid to 
employees of one of nine targeted groups

• Two NEW targeted groups for 2009 and 2010:

• Unemployed veterans

• Disconnected youth
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Tax Credit Programs
• New Markets Tax Credit

• Investors receive a tax credit, over a seven-year period, equal to 39 
percent of capital invested in low-income communities via 
specialized community development entities

• Tax credits are awarded each year through a competitive application 
process

• 2008 NMTC investment authority increased by $1.5 billion

• $5 billion of NMTC investment authority to be awarded under the 
2009 application round

• Illinois has added an incremental credit effective Dec. 31, 2008

• Similar to federal credit, but received over 5-year period, beginning with 
3rd year of investment

• Cap of $10 million of tax credits per year

• Must apply to the Dept. of Commerce and Economic Opportunity
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Tax Credit Programs
• Qualified Zone Academy Bonds

• Used to finance renovation, equipment purchases, and curriculum 
development for certain public schools in distressed areas

• Investors receive a tax credit in lieu of interest payments

• Tax credit can be used to offset AMT liabilities

• $1.4 billion of additional QZAB issuing authority in 2009 and 2010

• Treasury Department allocates to each state based on respective 
populations of individuals below the poverty line

• State education agencies allocate to qualified zone academies within 
their state
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Tax Credit Programs
• Qualified School Construction Bonds

• NEW form of tax credit bond for constructing, rehabilitating, or
repairing public school facilities or for acquiring land on which a 
public school facility will be constructed

• Investors receive a tax credit in lieu of interest payments

• Tax credit can be used to offset AMT liabilities

• $11 billion of QSCB issuing authority in 2009 and 2010

• Treasury Department allocates to each state based on designated criteria 
(more involved than QZAB allocations)

• Each state allocates to qualified issuers within their state
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Illinois Tax Incentives
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Statutory Tax Incentives
• a.k.a. “Entitlements”

• Statutorily enacted to affect a certain behavior

• Generally obtainable on a retroactive basis
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Illinois - Statutory Tax Incentives
• Research and Development Expenditures Credit

• A credit is allowed for qualifying expenditures allowable under Section 41 of the Internal 
Revenue Code that are used to increase research activities in Illinois.

• Qualifying research expenditures include in-house research expenses and contract 
research expenses including wages paid to employees, amounts paid for supplies or 
payments to third parties that conduct research on behalf of the taxpayer.

• The credit amount equals 6.5% of the excess of qualifying expenditures incurred in the 
taxable year over the average of the qualifying expenditures incurred in the 3 taxable 
years immediately preceding the taxable year.

• The credit may be carried forward 5 years.

• Replacement Tax Investment Credit
• A credit against replacement income tax is allowed for investments in qualified property 

placed in service after July 1, 1984 and before January 1, 2009.
• Qualified Property:  Property that is tangible, depreciable and used in Illinois.
• In order to qualify, the land must be used by a taxpayer primarily engaged in 

manufacturing, mining coal or retailing or placed into service on or after July 1, 2006 in 
a river edge redevelopment zone.

• Credit equals 0.5% of the basis of the qualified property and an additional 0.5% is 
allowed if the taxpayers base employment increased by at least 1% over the preceding 
year.
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Illinois - Statutory Tax Incentives (cont.)
• Dependant Care Assistance Credit

• Taxpayers who are primarily engaged in manufacturing are entitled to a 
credit against corporate income tax for providing an on-site dependant care 
assistance program.

• The credit is 5% of the amount of the expenditures.

• Employee Child Care Credit
• Taxpayers who provide and operate a child care facility on-site are entitled to 

a credit against corporate income tax.
• The credit is equal to 30% of the start-up costs and 5% of the annual 

amount paid to provide the facility.

• Machinery and Equipment Sales Tax Exemption
• Machinery and equipment that will be used by the purchaser or lessee in the 

process of manufacturing or assembling tangible personal property is exempt 
from the retailer’s occupancy and use tax.

• Eligible for an 100% exemption.
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Discretionary Tax Incentives
• Awarded on a wholly-discriminatory basis

• Provided to entice a relocation and/or expansion of a targeted 
business (i.e., high tech industry or manufacturing business)

• Generally negotiated prior to proposed business structure 
change (i.e., relocation, consolidation or expenditure of funds for 
expansion)

• Usually require pre-certification (application process before 
commitment)
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Illinois - Discretionary Tax Incentives
• Economic Development Through A Growing Economy (EDGE)

• Must enter into an agreement with the Illinois Department of Commerce and 
Economic Opportunity (DCEO) to invest in capital improvements and create new jobs 
in Illinois. 

• Required capital investment of $5 million and creation of 25 new jobs unless the 
DCEO has expressly specified other capital investment and employment benchmarks.

• The amount of the credit is equal to a negotiated percentage or fixed amount of the  
incremental personal income tax generated by jobs created in Illinois under the 
EDGE program and specified in the incentive agreement.

• Annual tax credit cannot be larger than the company's state income tax liability but 
can be carried forward 5 years.

• High Impact Business (HIB) Credit
• A credit against corporate income tax is equal to 0.5% of the basis of investments in 

qualified property by a “high impact business.”
• The Department of Commerce and Economic Opportunity has the authority to 

designate a qualified business as a “high impact business.”
• A designated business must invest at least $12 million in qualified property in Illinois 

and create 500 full time jobs; or
• Invest at least $30 million in qualified property in Illinois and retain 1,500 fulltime 

jobs.
• The property cannot be in an enterprise zone.
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Illinois - Discretionary Tax Incentives (cont.)
• Employer Training Investment Program (ETIP)

• Employers may apply individually for grant funds to assist with training employees, or 
companies can join together to apply for funds. 

• Reimbursement of up to 50% is available for training, retraining or upgrading employee 
skills.

• Large Business Development Program
• Provides incentive financing to encourage large out-of-state companies to locate 

facilities in Illinois.
• Funds may be used for business with at least 500 employees for typical business 

activity.
• Targeted toward projects that will result in considerable private investment and the 

creation or retention of at least 300 jobs. 

• General Property Tax Abatement
• Any Illinois taxing district may order an abatement of any portion of its taxes to any 

commercial or industrial firm.
• Amount of the abatement equals the amount approved by the governing authority.
• The abatement may not exceed 10 years.
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Illinois - Enterprise Zones
• Illinois Enterprise Zones

• Created through different local municipalities that offer local tax incentives, regulatory 
relief, and improved government services.

• 95 Enterprise Zones throughout Illinois. 

New Jobs Credit
• Taxpayers located in an enterprise zone are allowed a credit for creating at least five 

new full time jobs.
• The credit is equal to $500 for each eligible employee.

Sales Tax Exemption
• A 100% state sales tax exemption is permitted on building materials to be incorporated 

into real estate in an enterprise zone.

Enterprise Zone Investment Tax Credit
• A 0.5% credit is allowed to any taxpayer who invests in qualified property in an 

enterprise zone or river edge redevelopment zone.

Property Tax Incentives
• Local property tax abatement is authorized for real property located within an enterprise 

zone. The amount is equal to the amount approved.
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Gregory A. Meyer – Executive

Crowe Horwath LLP
One Mid America Plaza
P.O. Box 3697
Oak Brook, IL 60522-3697
Tel 630 586-5138
Fax 630 574-1608
Email greg.meyer@crowehorwath.com
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Kevin F. Powers – Executive

Crowe Horwath LLP
One Mid America Plaza
P.O. Box 3697
Oak Brook, IL 60522-3697
Tel 630 586-5140
Fax 630 574-1608
Email kevin.powers@crowehorwath.com
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Questions??



Seeds of Recovery

ERZ Facility Bonds

1. The American Recovery and Reinvestment Act 
has created a broad new class of borrowers 
and projects eligible to finance in the tax-
exempt market.

Many more borrowers are eligible.
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Comparison of Bond Programs

Limit on capital expendituresCovenants

≈ $488 million statewide
Allocation of specific cap by 
county or city

$1.161 billion statewide
Allocation from state volume 
cap by IFA, local government 
or from pool

Volume Cap

No maximumMaximum $10 millionAmount

Only in Recovery Zone, 
Empowerment Zone or Renewal 
Community

AnywhereLocation

Only specific exclusions for 
country clubs, golf clubs, 
racetracks, suntan and massage 
parlors

Limited to manufacturing 
plant and equipment
Excludes used equipment 
and requires significant rehab 
of existing buildings

Project

Almost any business
except residential rental

Manufacturer
with new broader definition

Borrower

Recovery Zone FacilitySmall Issue 
Manufacturing
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Marketability

2. Eligibility to finance in the tax-exempt market is 
not enough.
A market for the bonds is also necessary. 

Borrowers still have to reach a credit threshold.
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Enhancement

3. For almost all borrowers, investors will insist on 
credit enhancement:
Â Generally a letter of credit from a major bank
Â Raises the bonds to investment grade
Â Also insures liquidity

Enhancement is almost always needed.
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Bond Market

4. The bond market is open for business.
Â The bond market experienced a significant 

disruption in September-October 2008 but has 
proved resilient.

Â New issues are coming to market with ample 
demand by institutional investors.

Â Rates are exceptionally low.

Market receptive to new issues.
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Floating Rates

Floating rates have never been so low!



Seeds of Recovery

Fixed rates have rarely been so low.

2.00%

2.50%

3.00%

3.50%
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4.50%
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Credit Market
5. The challenge today is obtaining a bank to 

support the issue.
Â The availability of letters of credit has 

diminished.
Å Some banks are no longer well received, if received at all
Å All banks have tightened credit underwriting standards

Â Pricing has risen dramatically.
Å From a typical 1% to 2% and more
Å Fees are tending toward par with loan spreads

Credit enhancement is scare and costly.
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Conclusion

Ä Many borrowers and project have a new financing 
option.

Ä The net financing cost is still very attractive –
indicatively 2.30% floating or 4.60% fixed for five 
years.

Ä The challenge of obtaining financing is real but 
the same.

ERZ Facility Bonds are an valuable option.



Seeds of Recovery

Questions?

Feel free to give me a call or send me an 
email:

Nick Knorr
nick.knorr@harrisbank.com
T: 312-461-7605
C: 312-203-7353



SBA and ARRA

Raymond Graves
SomerCor 504, Inc.

601 S. LaSalle St., Suite 510
Chicago, IL 60605



American Recovery and 
Reinvestment Act of 2009
Å U.S. Small Business Administration
Â $730 million allocation

Å $375 million Financing Program Enhancements
Á Temporary fee reductions
Á Increase guarantees

Â Secondary market facilitation
Â Help hardship cases
Â Increase leverage for Small Business 

Investment Companies (SBIC’s)
Â Increase surety bond eligibility



Program Enhancements
Å SBA 504

Â Processing Fee Eliminated 
and Bank Fee Eliminated
Å savings on a $2 million 

project: $17,000

Â Job Creation requirement 
relaxed: 1/$65,000

Â Refinancing Allowed

Å Exclusions
Â Casino (any gambling)
Â Aquarium
Â Golf course
Â Zoo
Â Swimming Pool
Â When will funding run out?  Official estimate: 12/31/09

Å SBA 7(a)
Â Guarantee % increased to 

90%
Â Guarantee fees eliminated
Â Savings on a $1.5 million 

project: $43,000

What is an SBA 504 
Loan?

+ A subordinate lien 
loan from the SBA to 
help finance a capital 
investment with a low 
interest rate and high 
loan to value

What is an SBA 7(a) 
Loan?

+ A bank loan 
guaranteed by the SBA, 
which helps the bank’s 
collateral value.



Hardship Cases
Å ARC Loan

Â America’s Recovery Capital
Â $35,000 max loan
Â “Viable” business struggling to make loan payments
Â ARC will be used to make these payments
Â 12-months no payment
Â 5-year principal repayment
Â 0% interest, no fees
Â 100% guaranteed by SBA

Å What can you do with it?
Â Loans, secured or unsecured, capital leases, credit cards, 

vendor N/P, 504 first mtgs, 7(a) post 2/17/09

Å Who would do this?
Â ???



Secondary Market Facilitation
Å Primarily for 7(a) Program
Â Many banks sell SBA-backed 7(a) loans in the 

financial markets for fee income and liquidity
Â Crisis completely froze those markets
Â Brokers will now be able to borrow funds from 

SBA in order to buy 7(a) loans from banks 



SBICs and Surety Bonds
Å Small Business Investment Companies
Â Increases leverage available to SBICs

Å Surety Bonds
Â Contractors are required to be bonded to 

insure property owner from losses when a 
contractor defaults or fails to perform

Â SBA will provide guarantees to surety 
companies

Â Maximum bonds increased from $2MM to 
$5MM



SBA Goes Green
Å New Priorities for SBA 504
Â 10% Energy Reduction – up to $4 million loan
Â Renewable Energy Uses – up to $4 million loan
Â LEED Certification – up to $2 million loan



More Information
Â http://www.sba.gov/recovery/information/index.html
Â www.somercor.com

Â Raymond Graves
SomerCor 504, Inc.
601 S. La Salle St.
Chicago, IL 60605
312/360-3317
312/360-3333 fax
rgraves@somercor.com



VIII.  Other Stimulus Act Provisions (Cont’d)VIII.  Other Stimulus Act Provisions (Cont’d)

C. Alternative Minimum Tax:  

• Interest earned on tax-exempt private activity 
bonds is no longer an item of tax preference.  
The interest on any tax-exempt bond is not 
included in adjusted gross earnings in 
determining minimum taxable income of 
corporations.  Refunding opportunities exist 
with respect to tax-exempt private activity 
bonds issued between 2004 and 2008. 



VIII.  Other Stimulus Act Provisions (Cont’d)VIII.  Other Stimulus Act Provisions (Cont’d)

D. Manufacturing Bonds: 

• Financing manufacturing facilities – For new bonds 
issued, the requirements regarding the percentage of 
proceeds (currently 25 percent) that can be used for 
facilities have been relaxed so that the restrictions no 
longer apply to manufacturing facilities that are 
functionally related and subordinate to the 
manufacturing facility or located at the same site.  The 
definition of manufacturing facilities is also expanded 
to include facilities used in the production of 
intangible property, such as patents, copyrights, 
formulas or similar items.



IX.  SummaryIX.  Summary

Ç Build America Bonds
Á Issuers may use Build America Bonds on bonds other than 

private activity bonds immediately and, in the current market, 
can receive all-in rates, based on discussions with underwriters 
that are as much as 1.0% lower than tax-exempt rates.  Present 
value savings relative to tax-exempt debt exceed 10%.

Ç Recovery Zone Bonds
Á While we are still waiting for Recovery Bond allocations from 

IRS to state and from states to counties and large municipalities, 
prudent to establish Recovery Zone and establish criteria for 
selecting projects.



IX.  Summary (Cont’d)IX.  Summary (Cont’d)

Ç Qualified Construction Tax Credit Bonds
Á Schools can borrow interest-free if they receive allocation

Ç Other New Bond Provisions
Á Provides greater flexibility enabling more projects to be 

financed with tax-exempt bonds.
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