
Your Guide to the Section
179 Tax Deduction



Managing a business is a lot like managing your
weight — if you take in more than you put out,
then you'll have major gains at the end of the

year. And with both business and personal
weight, those gains can have consequences.

As a business owner, the goal is to make as
much profit as possible, but remember that
those profits come with a nasty little caveat:

taxes. The higher the profit, the higher the tax. 

Thankfully, this year Uncle Sam will show
some mercy come tax time in the form of

Section 179 deductions.
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Section 179 allows you to deduct the full cost of qualifying
equipment and software purchased or financed during the tax
year. 

Before Section 179, businesses could only write it off a little
bit at a time through depreciation. Under Section 179, you
can write off the entire purchase price from your gross
income that year! The US government wanted to incentivize
companies to purchase equipment and software they need to
give themselves a boost and make it easier to invest back into
the business.

As a disclaimer, we are not tax advisors and any planning or
decisions should be reviewed or undertaken by your
company’s CFO or accounting professionals. Look at this as
an overview to motivate you to take advantage of this helpful
law!
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What is the Section 179 Deduction?



By definition, Section 179 in the tax code allows a business to
deduct the value of a property that was purchased for the
business against any profits (or losses) that may have been
made throughout the year it was purchased and
implemented, thus lowering the total tax burden. 

This “property” falls into the following categories:

Business Personal Property: This would
include anything purchased for business use
that isn’t bolted to a floor or wall. This includes
furniture, computers, software — even paper
and pens!

Machinery and Equipment: This includes
items purchased for businesses that are too
large to move or might physically be bolted
down. An example of this would be a printing
press or conveyer belt.

Business Vehicles: These are cars or trucks
that have a gross weight of more than 6,000
lbs and are used exclusively for business
purposes.

What are qualifying Section 179
Deductions?
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Listed Property: This is property used for
business purposes. What’s interesting here is
that it doesn’t have to be 100% business-
oriented, though you can only write off the
portion that is used for business in proportion
to time used. For instance: if you have a home
office and you work for eight hours a day for
five out of seven days in a week, that means
that your home would be used for business
purposes about 23.7% percent of the time
and therefore you could possibly write off
23.7% of your mortgage.

Capital Improvements: If you make
improvements to a building used for
business, you can write off that expense. This
also includes items like air conditioning or
alarm systems.
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In 2020, the max amount you can write off is $1,040,000. 

The max amount of qualifying equipment purchased can be
up to $2,590,000. 

The deduction begins to phase out after $2,590,000 on a
dollar-for-dollar basis, and the deduction goes away entirely
for purchases totaling more than $3,630,000.

Who can take advantage of Section
179 deductions?

What are the limits of Section 179?

Any business that purchases, finances, or leases new or
used equipment during the 2020 tax year is eligible.
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It would not be an exaggeration to state that many small
businesses wouldn’t exist without these deductions. While
Section 179 deductions may just mean larger profits for large
corporations, they may end up being the entire profit margin
for a small business. 

One reason for this is that capital expenditures make up a
larger proportion of the total costs of smaller businesses
compared to larger companies. Having the ability to take these
write-offs in a single year can make all the difference in the
world.

In addition, by having the ability to purchase
equipment and property on such favorable
terms, a small business may be able to
purchase more than they initially planned
on, thus helping them grow at a faster rate. 

On the other hand, if a company doesn’t need more
equipment or other purchases at that moment, they could
invest the tax savings in other ways, such as hiring more
employees, which can also contribute to business growth.
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What does this mean for small
businesses?
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What should your next steps be?
By taking advantage of Section 179 deductions, perhaps
you’re now realizing that you will have more to write off this
year than initially thought, and you’ll have a lower tax burden
than you’d planned on.

Therefore, you may want to consider investing in yourself for
next year. Budgets for newer businesses are notoriously
difficult to plan since income forecasts won’t be as
predictable as they are for established businesses.

So why are we, a business IT support company, talking about
tax deductions? Because this is the perfect reason to update
any needed technology! You can save on new computers,
tablets, phones, software, and any other items that can help
boost your productivity and operations. We know the high
upfront cost of new tech can keep companies locked into
using outdated, slow, frustrating IT. This is one way to make it
easier. Need help deciding what new technology would
have the biggest impact for your business? Let us know,
we’re happy to be your guide.

That extra ten pounds you’ve gained this year may not be
doing you any favors, but the gains your company made will
not only put more money in your pocket, it can also help you
invest in the future. If you have any questions, consult with
your tax professional to see which Section 179 deductions
can be a boon to your bottom line.

https://info.techvera.com/tax-179-deduction-technology-consultation

