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2008, you may want to accel-
erate income in 2007 and de-
fer deductions until next year. 
 

Deduction planning is an inte-
gral aspect of year end busi-
ness tax planning.  There are 
many important deductions 
beyond ordinary and neces-
sary business expenses that 
may benefit your business.  
Below are two deductions that 
are worth consideration. 
 

Equipment Expensing   
Most businesses are eligible 
for the Code Section 179 de-
duction, a generous tax break 
that enables businesses to im-
mediately deduct up to 
$125,000 in 2007 for equip-
ment purchases that otherwise 
would have to be depreciated 
over a number of years.  To 
qualify for the deduction, 
equipment must be used more 
than 50 percent for business 
purposes and must be in use 
by December 31, 2007.  The 
deduction applies to new and 
used equipment, as well as 
computer and software pur-
chases.  A business cannot 
expense under Code Section 
179 more than the amount of 
taxable income and the 
amount of available expens-
ing from all its active trade 
and businesses. 
  
If your business is consider-

ing additional equipment pur-
chases but is close to reaching 
the $125,000 expensing limit 
this year, consider postponing 
additional purchases until 
2008, if possible.  In 2008, 
you can deduct another 
$125,000 (or more, as ad-
justed for inflation) for equip-
ment purchases.   
 

The expensing deduction does 
begin to phase-out by the 
amount by which qualifying 
property placed in service 
during the tax year exceeds 
the investment limitation of 
$500,000.  This means that, 
for 2007, the maximum 
amount that you can expense 
under Code Section 179 is 
reduced dollar-for-dollar for 
eligible property placed in 
service during the tax year in 
excess of $500,000.   
 

Manufacturing Deduction 
The Code Section 199 deduc-
tion for qualifying domestic 
production activities benefits 
a broad array of businesses, 
including engineering and 
architecture.  For 2007, the 
deduction generally equals six 
percent of the lesser of (1) 
qualified production activities 
income for the tax year, or (2) 
taxable income that does not 
take the deduction into ac-
count for the tax year.  How-
ever, the deduction cannot 
exceed 50 percent of W-2 
wages allocable to domestic 

gross receipts.  Code Section 
199 rules are extremely com-
plex and calculating the de-
duction is complicated as 
taxpayers must make numer-
ous allocations.  Please con-
sult your tax advisor for as-
sistance in determining the 
amount of your deduction 
under Code Section 199.   
 

Most tax laws work based on 
the calendar year. Once De-
cember 31 passes, the oppor-
tunities to change your busi-
ness's fate as to what it must 
pay in income taxes for the 
year significantly diminish.  
As you may gather from the 
opportunities outlined in this 
article, virtually every busi-
ness can benefit from a year-
end tax plan.  Please consult 
your tax advisor for assis-
tance in customizing a plan 
for your business. 
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Tax planning for 2007 pre-
sents new opportunities and 
challenges for business tax-
payers to reduce or defer their 
income tax liabilities.   Tax 
planning strategies do not 
come in a one-business-fits-
all package.  It is as unique 
and varied as today's busi-
nesses and, while certain tra-
ditional planning opportuni-
ties can help businesses 
across the board minimize or 
defer taxes, every plan must 
account for the particular 
needs and circumstances of 
the business. 
 

Many businesses operate on a 
cash basis.  Cash basis busi-
nesses recognize and report 
income when it actually or 
constructively receives cash, 
and take deductions when 
expenses are actually paid, 
regardless of when the cost 
was incurred.  Cash basis 
businesses that anticipate be-
ing in the same or higher tax 
bracket in 2007 than 2008 can 
smooth out their taxable in-
come by deferring income to 
2008 and accelerating deduc-
tions this year.  To push in-
come into 2008, cash basis 
businesses can delay billing 
clients or customers for ser-
vices so that payments are not 
received until 2008.  Alterna-
tively, if you anticipate your 
taxable income to be higher in 
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