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The days of waiting until the end of 
the year to see if Congress makes 
adjustments to Section 179 or the 
bonus depreciation before purchasing 
equipment are over. The PATH Act 
outlines some very advantageous 
provisions for small business owners 
looking to purchase equipment, 
which includes many types from 
heavy machinery to office equipment. 
This means business owners can now 
save more money when investing 
in new equipment to support their 
business’ growth. This can also, in 
turn, create more jobs.

Business owners are not the only 
ones who are excited about the 
passing of the PATH Act. 

On December 16, 2015, the 
Speaker of the House, Paul Ryan 
(R-Wis.), said in a press conference, 
“I think this is one of the biggest 
steps toward a re-write of 
our tax code that we’ve 
made in many years. 
And it will help us 
start a pro-growth, 
bold tax reform 
agenda in 2016.”

The main points of 
the PATH Act that will 
affect businesses purchasing 
equipment are the increase 
and extension of the Section 
179 expensing limit and phase-out 
of bonus depreciation. 

What You Need To Know
Introduction

“The extension and 
permanence means 
no more waiting until 
the end of the year to 
scramble purchasing.”
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Perhaps the part of the PATH Act that 
most small business owners have been 
waiting for is the increase of the Section 
179 expensing limit. The limit went from 
$25,000 for the 2015 fiscal year all the 
way up to $500,000. The latter amount 
was made permanent through 2019. 
This means that businesses can deduct 
the full price of qualifying equipment 
up to $500,000 from their gross income 
(starting next year, air conditioning and 
furnace units are considered qualifying 
equipment). Businesses that spend more 
than $2 million –but less than $2.5 million 
– in a fiscal year on qualifying equipment 
will get a dollar-for-dollar phase out cap. 

What’s New In Section 179?

“The limit went 
from $25,000 for the 2015 
fiscal year all the way up to 

$500,000. The latter amount 
was made permanent through 

2019. This means that 
businesses can deduct the full 
price of qualifying equipment 

up to $500,000 from their 
gross income.”
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Many of the enhancements in 
the PATH Act will expire at the 
close of 2016, with the exception 
of four provisions. One of those 
exceptions was Section 179, 
which was extended through 
the end of 2019. This alleviates 
a lot of year-end stress for small 
businesses. 

The extension and permanence 
means no more waiting until the 
end of the year to scramble 
purchasing, taking delivery, 
and using your equipment 
before December 31st hits. 

Now businesses can purchase 
the equipment they need when 
they need it, without having to 
wonder if Congress will raise the 
expensing limit after they have 
already purchased their 
equipment.

What’s New In Section 179?
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Along with the extension and 
increase to the Section 179 
expensing limit, the PATH Act 
also outlined some coming 
changes for businesses that plan 
to purchase new equipment. The 
bill previously allowed the full 
50% depreciation. However, at 
the beginning of 2016, the PATH 
Act started to phase-out bonus 
depreciation.  Through the end 
of 2017, business owners will 
still be able to depreciate half the 
cost of any qualifying equipment 
on their taxes, while the rest 
depreciates over the remaining 
life of the equipment. 

Changes To Bonus Depreciation

“Through the end 
of 2017, business owners 

will still be able to depreciate 
half the cost of any qualifying 

equipment on their taxes, 
while the rest depreciates over 

the remaining life of 
the equipment.“
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Changes To Bonus Depreciation

BONUS DEPRECIATION PERCENTAGESBeginning in 2018, the depreciation 
bonus dips slightly to 40%, and then dips 
again to 30% in 2019. Despite eventually 
being phased out, businesses still have 
three full years to take advantage of the 
bonus depreciation.

Both of these provisions were designed 
to aid business owners when it comes to 
the growth of their businesses. 

You can apply this to your own business. 
Having more equipment can mean 
expanding operations, creating jobs, and, 
most importantly, investing in the future 
of your business.

2016 2018 2019
50% 40% 30%
“Beginning in 2018, the depreciation bonus dips slightly to 40%, and then 
dips again to 30% in 2019.”
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You can deduct the full price of qualifying equipment up to $500,000 from 
your gross income.

You can spend up to $2 million on qualifying equipment.

Section 179 doesn’t increase the amount you as a small business owner 
can deduct. It lets you get your entire depreciation deduction in one year 
instead of taking it little by little over the term of an asset’s useful life.  
This is called first-year expensing or Section 179 expensing (a.k.a. 
deducting a long-term asset). 

Equipment only applies for Section 179 deduction if its tangible personal 
property used in your business long-term more than 50% of the time. 

You must use the equipment over half the time for your business in the 
year you buy it. You can’t convert property you previously used for 
personal use to business use. 

Key Points Of Section 179

1
2
3

4
5
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Section 179 Deduction Examples:

Equipment Cost: $25,000

 Section 179 Deduction: $25,000
 Bonus Depreciation: $0
 1st Year Depreciation: $0
 Total First Year Deduction: $25,000

 Tax Savings (Based on 35% Tax Bracket): $8,750
 Equipment Cost after Tax Savings: $16,250

To determine your own Section 179 Tax Savings visit our Calculator: beaconfunding.com/section179
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Section 179 Deduction Examples:

Equipment Cost: $50,000

 Section 179 Deduction: $50,000
 Bonus Depreciation: $0
 1st Year Depreciation: $0
 Total First Year Deduction: $50,000

 Tax Savings (Based on 35% Tax Bracket): $17,500
 Equipment Cost after Tax Savings: $32,500

To determine your own Section 179 Tax Savings visit our Calculator: beaconfunding.com/section179
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Section 179 Deduction Examples:

*These examples present potential tax scenarios based on typical assumptions that may not apply to your 
business. The indicated tax treatment applies only to transactions deemed to reflect a purchase of equipment 
or a capitalized lease purchase transaction. Please consult your tax advisor to determine the tax ramifications of 
acquiring equipment or software for your business.

Equipment Cost: $75,000

 Section 179 Deduction: $75,000
 Bonus Depreciation: $0
 1st Year Depreciation: $0
 Total First Year Deduction: $75,000

 Tax Savings (Based on 35% Tax Bracket): $26,250
 Equipment Cost after Tax Savings: $48,750

To determine your own Section 179 Tax Savings visit our Calculator: beaconfunding.com/section179
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For 26 years, Beacon Funding Corporation has been providing 
equipment financing solutions to all types of organizations and 
businesses throughout a variety of industries in the United States and 
Canada. Beacon Funding focuses on being a specialist in the select 
markets it serves. As a result, Beacon differentiates itself by offering 
start-up and existing business clients a wider range of equipment leasing 
and financing options. For more information, please visit 
www.beaconfunding.com.

Sources: 
•  http://www.section179.org/ 

•  http://waysandmeans.house.gov/wp-content/
    uploads/2015/12/SECTION-BY-SECTION-SUMMARY-
    OF-THE-PROPOSED-PATH-ACT.pdf 

•  https://www.nolo.com/legal-encyclopedia/section-179-
    what-every-business-owner-needs-know.html 

•  https://www.beaconfunding.com/equipment-financing/
    how-it-works/section-179-tax-deduction


