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Reg. Section 1.179-2(b)  
Limitations on amount subject to section 179 election. 

(a) In general. Sections 179(b)(1) and (2) limit the aggregate cost of section 179 property that a 
taxpayer may elect to expense under section 179 for any one taxable year (dollar limitation). See 
paragraph (b) of this section. Section 179(b)(3)(A) limits the aggregate cost of section 179 
property that a taxpayer may deduct in any taxable year (taxable income limitation). See 
paragraph (c) of this section. Any cost that is elected to be expensed but that is not currently 
deductible because of the taxable income limitation may be carried forward to the next taxable 
year (carryover of disallowed deduction). See §1.179-3 for rules relating to carryovers of 
disallowed deductions. See also sections 280F(a), (b), and (d)(1) relating to the coordination of 
section 179 with the limitations on the amount of depreciation for luxury automobiles and other 
listed property. The dollar and taxable income limitations apply to each taxpayer and not to each 
trade or business in which the taxpayer has an interest. 

(b) Dollar limitation. 
(1) In general. The aggregate cost of section 179 property that a taxpayer may elect to 
expense under section 179 for any taxable year beginning in 2003 and thereafter is 
$25,000 ($100,000 in the case of taxable years beginning after 2002 and before 2008 
under section 179(b)(1), indexed annually for inflation under section 179(b)(5) for 
taxable years beginning after 2003 and before 2008), reduced (but not below zero) by the 
amount of any excess section 179 property (described in paragraph (b)(2) of this section) 
placed in service during the taxable year. 

(2) Excess section 179 property. The amount of any excess section 179 property for a 
taxable year equals the excess (if any) of- 

(i) The cost of section 179 property placed in service by the taxpayer in the 
taxable year; over 

(ii) $200,000 ($400,000 in the case of taxable years beginning after 2002 and 
before 2008 under section 179(b)(2), indexed annually for inflation under section 
179(b)(5) for taxable years beginning after 2003 and before 2008). 

(3)Application to partnerships. 
(i) In general. The dollar limitation of this paragraph (b) applies to the partnership 
as well as to each partner. In applying the dollar limitation to a taxpayer that is a 
partner in one or more partnerships, the partner's share of section 179 expenses 
allocated to the partner from each partnership is aggregated with any 
nonpartnership section 179 expenses of the taxpayer for the taxable year. 
However, in determining the excess section 179 property placed in service by a 
partner in a taxable year, the cost of section 179 property placed in service by the 
partnership is not attributed to any partner. 
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(ii) Example. The following example illustrates the provisions of paragraph 
(b)(3)(i) of this section. 
Example. Example. During 1991, CD, a calendar-year partnership, purchases and 
places in service section 179 property costing $150,000 and elects under section 
179(c) and §1.179-5 to expense $10,000 of the cost of that property. CD properly 
allocates to C, a calendar-year taxpayer and a partner in CD, $5,000 of section 
179 expenses (C's distributive share of CD's section 179 expenses for 1991). In 
applying the dollar limitation to C for 1991, C must include the $5,000 of section 
179 expenses allocated from CD. However, in determining the amount of any 
excess section 179 property C placed in service during 1991, C does not include 
any of the cost of section 179 property placed in service by CD, including the 
$5,000 of cost represented by the $5,000 of section 179 expenses allocated to C 
by the partnership. 
 
(iii) Partner's share of section 179 expenses. Section 704 and the regulations 
thereunder govern the determination of a partner's share of a partnership's section 
179 expenses for any taxable year. However, no allocation among partners of the 
section 179 expenses may be modified after the due date of the partnership return 
(without regard to extensions of time) for the taxable year for which the election 
under section 179 is made. 
 
(iv) Taxable year. If the taxable years of a partner and the partnership do not 
coincide, then for purposes of section 179, the amount of the partnership's section 
179 expenses attributable to a partner for a taxable year is determined under 
section 706 and the regulations thereunder (generally the partner's distributive 
share of partnership section 179 expenses for the partnership year that ends with 
or within the partner's taxable year). 
 
(v) Example. The following example illustrates the provisions of paragraph 
(b)(3)(iv) of this section. 
Example. AB partnership has a taxable year ending January 31. A, a partner of 
AB, has a taxable year ending December 31. AB purchases and places in service 
section 179 property on March 10, 1991, and elects to expense a portion of the 
cost of that property under section 179. Under section 706 and §1.706-1(a)(1), A 
will be unable to claim A's distributive share of any of AB's section 179 expenses 
attributable to the property placed in service on March 10, 1991, until A's taxable 
year ending December 31, 1992. 

 
(4)S Corporations. Rules similar to those contained in paragraph (b)(3) of this section 
apply in the case of S corporations (as defined in section 1361(a)) and their shareholders. 
Each shareholder's share of the section 179 expenses of an S corporation is determined 
under section 1366. 
 
(5)Joint returns. 

(i) In general. A husband and wife who file a joint income tax return under section 
6013(a) are treated as one taxpayer in determining the amount of the dollar 
limitation under paragraph (b)(1) of this section, regardless of which spouse 
purchased the property or placed it in service. 



 
(ii) Joint returns filed after separate returns. In the case of a husband and wife who 
elect under section 6013(b) to file a joint income tax return for a taxable year after 
the time prescribed by law for filing the return for such taxable year has expired, 
the dollar limitation under paragraph (b)(1) of this section is the lesser of- 

(A) The dollar limitation (as determined under paragraph (b)(5)(i) of this 
section); or 
 
(B) The aggregate cost of section 179 property elected to be expensed by 
the husband and wife on their separate returns. 

 
(iii) Example. The following example illustrates the provisions of paragraph 
(b)(5)(ii) of this section. 
Example. During 1991, Mr. and Mrs. B, both calendar-year taxpayers, purchase 
and place in service section 179 property costing $100,000. On their separate 
returns for 1991, Mr. B elects to expense $3,000 of section 179 property as an 
expense and Mrs. B elects to expense $4,000. After the due date of the return they 
elect under section 6013(b) to file a joint income tax return for 1991. The dollar 
limitation for their joint income tax return is $7,000, the lesser of the dollar 
limitation ($10,000) or the aggregate cost elected to be expensed under section 
179 on their separate returns ($3,000 elected by Mr. B plus $4,000 elected by 
Mrs. B, or $7,000). 

 
(6)Married individuals filing separately. 

(i) In general. In the case of an individual who is married but files a separate 
income tax return for a taxable year, the dollar limitation of this paragraph (b) for 
such taxable year is the amount that would be determined under paragraph 
(b)(5)(i) of this section if the individual filed a joint income tax return under 
section 6013(a) multiplied by either the percentage elected by the individual 
under this paragraph (b)(6) or 50 percent. The election in the preceding sentence 
is made in accordance with the requirements of section 179(c) and §1.179-5. 
However, the amount determined under paragraph (b)(5)(i) of this section must be 
multiplied by 50 percent if either the individual or the individual's spouse does not 
elect a percentage under this paragraph (b)(6) or the sum of the percentages 
elected by the individual and the individual's spouse does not equal 100 percent. 
For purposes of this paragraph (b)(6), marital status is determined under section 
7703 and the regulations thereunder. 
 
(ii) Example. The following example illustrates the provisions of paragraph 
(b)(6)(i) of this section. 
Example. Mr. and Mrs. D, both calendar-year taxpayers, file separate income tax 
returns for 1991. During 1991, Mr. D places $195,000 of section 179 property in 
service and Mrs. D places $9,000 of section 179 property in service. Neither of 
them elects a percentage under paragraph (b)(6)(i) of this section. The 1991 dollar 
limitation for both Mr. D and Mrs. D is determined by multiplying by 50 percent 
the dollar limitation that would apply had they filed a joint income tax return. Had 
Mr. and Mrs. D filed a joint return for 1991, the dollar limitation would have been 
$6,000, $10,000 reduced by the excess section 179 property they placed in service 
during 1991 ($195,000 placed in service by Mr. D plus $9,000 placed in service 



by Mrs. D less $200,000, or $4,000). Thus, the 1991 dollar limitation for Mr. and 
Mrs. D is $3,000 each ($6,000 multiplied by 50 percent). 

 
(7) Component members of a controlled group. 

(i) In general. Component members of a controlled group (as defined in § 1.179-
4(f)) on a December 31 are treated as one taxpayer in applying the dollar 
limitation of sections 179(b)(1) and (2) of this paragraph (b). The expense 
deduction may be taken by any one component member or allocated (for the 
taxable year of each member that includes that December 31) among the several 
members in any manner. Any allocation of the expense deduction must be 
pursuant to an allocation by the common parent corporation if a consolidated 
return is filed for all component members of the group, or in accordance with an 
agreement entered into by the members of the group if separate returns are filed. 
If a consolidated return is filed by some component members of the group and 
separate returns are filed by other component members, the common parent of the 
group filing the consolidated return must enter into an agreement with those 
members that do not join in filing the consolidated return allocating the amount 
between the group filing the consolidated return and the other component 
members of the controlled group that do not join in filing the consolidated return. 
The amount of the expense allocated to any component member, however, may 
not exceed the cost of section 179 property actually purchased and placed in 
service by the member in the taxable year. If the component members have 
different taxable years, the term "taxable year" in sections 179(b)(1) and (2) 
means the taxable year of the member whose taxable year begins on the earliest 
date. 
 
(ii) Statement to be filed. If a consolidated return is filed, the common parent 
corporation must file a separate statement attached to the income tax return on 
which the election is made to claim an expense deduction under section 179. See 
§ 1.179-5. If separate returns are filed by some or all component members of the 
group, each component member not included in a consolidated return must file a 
separate statement attached to the income tax return on which an election is made 
to claim a deduction under section 179. The statement must include the name, 
address, employer identification number, and the taxable year of each component 
member of the controlled group, a copy of the allocation agreement signed by 
persons duly authorized to act on behalf of the component members, and a 
description of the manner in which the deduction under section 179 has been 
divided among the component members. 
 
(iii) Revocation. If a consolidated return is filed for all component members of the 
group, an allocation among such members of the expense deduction under section 
179 may not be revoked after the due date of the return (including extensions of 
time) of the common parent corporation for the taxable year for which an election 
to take an expense deduction is made. If some or all of the component members of 
the controlled group file separate returns for taxable years including a particular 
December 31 for which an election to take the expense deduction is made, the 
allocation as to all members of the group may not be revoked after the due date of 
the return (including extensions of time) of the component member of the 



controlled group whose taxable year that includes such December 31 ends on the 
latest date. 

 
. . . 
       
 
 


