
Small businesses must meet the Section 448(c) gross receipts test, which is that their three-year 
average annual gross receipts must be less than a predetermined threshold: $32 million in 2026, and 
$31 million in 2025. 

Real property trades or businesses are defined in Section 469(c)(7)((C) as any real property 
development, redevelopment, construction, reconstruction, acquisition, conversion, rental, operation, 
management, leasing, or brokerage trade or business.

Farming businesses as defined in Section 263A(e)(4) include those that operate a nursery or sod 
farm, or raise/harvest trees bearing fruit, nuts, or other crops, or ornamental trees (other than 
Christmas tree farms). Agricultural or horticultural cooperatives are defined in Section 199A(g)(2).

Excepted regulated utility trades or businesses are those that furnish or sell (1) electrical energy, 
water, or sewage disposal services, (2) gas or steam through a local distribution system, or (3) 
transportation of gas or steam by pipeline.

Elections made for 2018, 2019, 2020, 2021, and 2021 are irrevocable and binding in all future 		
tax years.

Elections made for 2022, 2023, and 2024 can be revoked pursuant to Revenue Procedure 2026-17.

To revoke their election, taxpayers must follow the procedures outlined in Revenue Procedure 2026-
17, which includes filing an amended return for the year the election was made and attaching a 
withdrawal statement. The amendment must be filed before the tax return statute of limitations 
expires, and no later than October 15, 2026.
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"Carr, Riggs & Ingram" and "CRI" are the brand names under which Carr, Riggs & Ingram, L.L.C.* ("CRI CPA*"), CRI Advisors, LLC† ("CRI Advisors†" or "Advisors†"), and Capin Crouse, LLC* ("Capin Crouse CPA*"), and CRI Capin Crouse 
Advisors, LLC† ("Capin Crouse Advisors†") provide professional services. CRI CPA•, Capin Crouse CPA*, CRI Advisors†, Capin Crouse Advisors†, Carr, Riggs & Ingram Capital, LLC and their respective subsidiaries operate as an alternative 
practice structure in accordance with the AICPA Code of Professional Conduct and applicable law, regulations and professional standards. CRI CPA* and Capin Crouse CPA* are licensed independent certified public accounting ("CPA") firms 
that separately provide attest services, as well as additional ancillary services, to their clients. CRI CPA* and Capin Crouse CPA* are independently-owned CPA firms that provide attestation services separate from one another. CRI Advisors† 
and Capin Crouse Advisors† provide tax and business consulting services to its clients. CRI Advisors† and its subsidiaries, including Capin Crouse Advisors†, are not licensed CPA firms and will not provide any attest services. The entities 
falling under the Carr, Riggs & Ingram or CRI brand are independently owned and are not responsible or liable for the services and/or products provided, or engaged to be provided, by any other entity under the Carr, Riggs & Ingram or CRI 
brand. Our use of the terms "CRI," "we," "our," "us," and terms of similar import, denote the alternative practice structure conducted by CRI CPA*, Capin Crouse CPA*, Capin Crouse Advisors†, and CRI Advisors†, as appropriate.

Have questions about how to evaluate whether your business may qualify for an exception to the Sec-
tion 163(j) business interest limitation rules? Use this 163(j) decision tree to review key eligibility factors, 
including gross receipts thresholds, industry-specific exceptions, and considerations around revoking a 
prior election, so you can better assess which path may be right for your business.

163(j) Decision Tree

https://www.law.cornell.edu/uscode/text/26/448
https://www.irs.gov/pub/irs-drop/rp-25-32.pdf
https://www.irs.gov/pub/irs-drop/rp-24-40.pdf
https://www.law.cornell.edu/uscode/text/26/469
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=26-USC-1095762572-1365276085&term_occur=999&term_src=
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=26-USC-1104167327-273798549&term_occur=999&term_src=title:26:subtitle:A:chapter:1:subchapter:B:part:VI:section:199A
https://www.irs.gov/pub/irs-drop/rp-26-17.pdf
https://www.irs.gov/pub/irs-drop/rp-26-17.pdf
https://www.irs.gov/pub/irs-drop/rp-26-17.pdf

