Internal Revenue Code Section 219(g)
Limitations on Deduction for Active Participants in Certain Pension Plans

(g) Limitation on deduction for active participants in certain pension plans

(1) In general

If (for any part of any plan year ending with or within a taxable year) an individual or the
individual’'s spouse is an active participant, each of the dollar limitations contained in
subsections (b)(1)(A) and (c)(1)(A) for such taxable year shall be reduced (but not below
zero) by the amount determined under paragraph (2).

(2) Amount of reduction
(A) In general
The amount determined under this paragraph with respect to any dollar limitation shall
be the amount which bears the same ratio to such limitation as—
(i) the excess of—
(I) the taxpayer’s adjusted gross income for such taxable year, over
(I) the applicable dollar amount, bears to
(ii) $10,000 ($20,000 in the case of a joint return).
(B) No reduction below $200 until complete phase-out
No dollar limitation shall be reduced below $200 under paragraph (1) unless (without
regard to this subparagraph) such limitation is reduced to zero.
(C) Rounding
Any amount determined under this paragraph which is not a multiple of $10 shall be

rounded to the next lowest $10.

(3) Adjusted gross income; applicable dollar amount
For purposes of this subsection—

(A) Adjusted gross income
Adjusted gross income of any taxpayer shall be determined—

(i) after application of sections 86 and 469, and

(ii) without regard to sections 85(c), 135, 137, 221, and 911 or the deduction
allowable under this section.

(B) Applicable dollar amount
The term “applicable dollar amount” means the following:

(i) In the case of a taxpayer filing a joint return, $80,000.
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(ii) In the case of any other taxpayer (other than a married individual filing a separate
return), $50,000.

(iii) In the case of a married individual filing a separate return, zero.

(4) Special rule for married individuals filing separately and living apart
A husband and wife who—

(A) file separate returns for any taxable year, and
(B) live apart at all times during such taxable year,
shall not be treated as married individuals for purposes of this subsection.
(5) Active participant
For purposes of this subsection, the term “active participant” means, with respect to any plan
year, an individual—

(A) who is an active participant in—

(i) a plan described in section 401(a) which includes a trust exempt from tax under
section 501(a),

(ii) an annuity plan described in section 403(a),

(iii) a plan established for its employees by the United States, by a State or political
subdivision thereof, or by an agency or instrumentality of any of the foregoing,

(iv) an annuity contract described in section 403(b),

(v) a simplified employee pension (within the meaning of section 408(k)), or

(vi) any simple retirement account (within the meaning of section 408(p)), or
(B) who makes deductible contributions to a trust described in section 501(c)(18).

The determination of whether an individual is an active participant shall be made without
regard to whether or not such individual’s rights under a plan, trust, or contract are
nonforfeitable. An eligible deferred compensation plan (within the meaning of section 457
(b)) shall not be treated as a plan described in subparagraph (A)(iii).

(6) Certain individuals not treated as active participants

For purposes of this subsection, any individual described in any of the following
subparagraphs shall not be treated as an active participant for any taxable year solely
because of any participation so described:

(A) Members of reserve components

Participation in a plan described in subparagraph (A)(iii) of paragraph (5) by reason of
service as a member of a reserve component of the Armed Forces (as defined in section
10101 of title 10), unless such individual has served in excess of 90 days on active duty
(other than active duty for training) during the year.
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(B) Volunteer firefighters
A volunteer firefighter—

(i) who is a participant in a plan described in subparagraph (A)(iii) of paragraph (5)
based on his activity as a volunteer firefighter, and

(ii) whose accrued benefit as of the beginning of the taxable year is not more than an
annual benefit of $1,800 (when expressed as a single life annuity commencing at
age 65).

(7) Special rule for spouses who are not active participants

If this subsection applies to an individual for any taxable year solely because their spouse is
an active participant, then, in applying this subsection to the individual (but not their
spouse)—

(A) the applicable dollar amount under paragraph (3)(B)(i) shall be $150,000; and
(B) the amount applicable under paragraph (2)(A)(ii) shall be $10,000.
(8) Inflation adjustment
In the case of any taxable year beginning in a calendar year after 2006, each of the dollar
amounts in paragraphs (3)(B)(i), (3)(B)(ii), and (7)(A) shall be increased by an amount equal
to—
(A) such dollar amount, multiplied by
(B) the cost-of-living adjustment determined under section 1(f)(3) for the calendar year in
which the taxable year begins, determined by substituting “calendar year 2005” for

“calendar year 2016” in subparagraph (A)(ii) thereof.

Any increase determined under the preceding sentence shall be rounded to the nearest
multiple of $1,000.
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