Small Business Expensing Permanency Act of 2006

- Fact Sheet -

Current Law

Section 179 of the Internal Revenue Code allows small businesses to expense (fully deduct from taxable income) a limited amount of the cost of new business equipment in a year.  This tax benefit is limited to small businesses by a provision, which stipulates that the expensing amount is phased out dollar for dollar for any amount of investment above $400,000 in a given year.  Under current law, small businesses can expense up to $100,000 through 2007.  Starting in 2008, however, small businesses will only be able to expense up to $25,000 in new investment per year.  Additionally, the $400,000 threshold limit for the phase-out will be reduced to $200,000 - severely limiting the number of small businesses that can qualify for this important provision.  

Proposal

In order to assist small business owners as they make the investments necessary to grow and expand their businesses, the Small Business Expensing Permanency Act of 2006 reflects President Bush's 2007 budget request by proposing to:
· Double the dollar amount of new investment a small business can expense to $200,000 beginning January 1, 2007;

· Increase the amount of total investment a small business may make in a year and qualify for the expensing provision from the current law level of $400,000 to $800,000;  

· Expand the definition of qualifying property to permanently include off-the-shelf computer software;  

· Reaffirm that, as with current law, for investment amounts above $800,000, the $200,000 expensing limit is reduced by the amount which the cost of qualifying property exceeds $800,000 (but not below zero);   

· Make permanent the new, higher expensing limit and phase-out threshold, and index annually for inflation.

