
 

 

CHANGES TO RECOVERING ASSET BASIS 
By:  ANDREW DATILLO, CPA 

 
A major change from the Tax Cuts and Jobs Act relates to accelerated basis recovery methods 
surrounding depreciable assets.  Two current accelerated basis recovery methods, Internal Revenue 
Code (“IRC”) §179 and §168, were substantially changed to allow more taxpayers to benefit when 
purchasing business assets. 
 
IRC §179 – “Asset Expensing” 
IRC §179 allows taxpayers to immediately expense otherwise capitalized assets, in which the basis is 
recovered over its useful life, if certain conditions are met.  Prior to December 31, 2017, taxpayers were 
limited to an annual §179 expense of $510,000, with a dollar for dollar phase out if the total qualifying 
assets placed in service for the tax year exceeded $2,030,000.  The deduction was also limited by the 
taxpayer’s amount of taxable income for the year.  If the amount of property exceeded taxable income, 
a carry forward of the excess amount was allowed. Qualifying §179 property includes tangible personal 
property, computer software and qualified leasehold, restaurant or retail improvements. 
  
The new Tax Cuts and Jobs Act increases the annual §179 expense limit to $1 million, with the phase 
out beginning when total qualifying assets placed in service exceeds $2.5 million for the tax year and 
begins for assets placed in service after December 31, 2017.  The act also modified the IRC by expanding 
the definition of leasehold improvements to include any improvement made to the interior portion of 
a nonresidential rental property after the property was originally placed in service.  Further, other 
property now qualifies for §179 treatment including roofs, heating, ventilation and air conditioning 
property, fire protection and alarm systems and security systems. 
 
IRC §168 – “Bonus Depreciation” 
IRC §168 allows taxpayers to depreciate a percentage of the qualifying basis immediately, and the 
remaining asset basis is recovered over the asset’s useful life.  Prior to the passing of the new Tax Cuts 
and Jobs Act, bonus depreciation was limited to 50% of the cost for an acquired original use (new) 
asset.   
 
The new tax law increases the allowable bonus depreciation up to 100% of the cost of the acquired 
asset.  For the first tax year ending after September 27, 2017, an election can be made to claim first 
year depreciation at the previous rate of 50%.  Additionally, assets which were previously used, but 
newly acquired to a taxpayer, can also qualify for bonus depreciation.  This portion of the tax law was 
also retroactively applied to any assets placed in service after September 27, 2017. 
 
It should be noted that this portion of the law is temporary and will begin phasing out in 2023.  The 
phase out limits bonus depreciation to 80% of the eligible bonus depreciation in 2023, 60% for 2024, 
40% for 2025 and 20% for 2026.  After 2026, assets will no longer be eligible for bonus depreciation. 
 



 

 

 
If you have questions about this or any other business or tax issue, 
please contact your Account Manager or Andrew Datillo, CPA, at 
(314) 205-2510 or via email at adatillo@connerash.com. 
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