
      

   

Tax Cuts and Jobs Act (TCJA) Update: 

Qualified Business Income Deduction 



    

        
   

     

        

Objectives 

During this presentation we will: 

• Describe items to consider when calculating a qualified 
business income deduction (QBID) 

• Locate information needed to calculate QBID 

• Complete Form 8995 and report QBID on Form 1040. 



   

   

    

     

    

     

     

Acronyms 

• PTP – Publicly Traded Partnership 

• QBI – Qualified Business Income 

• QBID – Qualified Business Income Deduction 

• QTB – Qualified Trade or Business 

• REIT – Real Estate Investment Trust 

• SSTB – Specified Service Trade or Business 

• UBIA – Unadjusted Basis Immediately After Acquisition 



     

   

Who is Eligible for the QBID? 

• Individuals 

• Certain Trusts and Estates 



      

 

       
       

      

Who is not Eligible for the QBID? 

• C Corporations 

• Passthrough entities cannot claim the deduction, but 
provide information to their owners, investors, or 
beneficiaries to use in calculating their QBID. 



    

 

   

        

How is the QBID Calculated? 

Lesser of: 

QBI Component plus REIT/PTP Component 

OR 

20% (Taxable income, before QBID, less net capital gain) 



   
 

  
 

    

   

 
      

     

      
      

       

When do Limitations Apply? 
2019 

Taxable Income Thresholds Phase-in Ranges 
Single - $160,700 Married filing joint + 100,000 

Married Filing Separate - $160,725 All others + $50,000 

Married Filing Joint - $321,400 

Limitations that are Applicable Above the Threshold: 
• Specified service trade or business limitation 

• W-2 wage and UBIA of qualified property limitation 



      

           
     

          
    

 
 

 
 

   
   

   
   

            
          

Specified Service Trade or Business (SSTB) 
Limitation 

For those with taxable income above the threshold, QBI from an 
SSTB may be limited or excluded. 

SSTBs include trades or businesses involved in the performance of 
services in the fields of: 

• Health • Investment or investment • Consulting 
• Law management, trading, or • Athletics 
• Accounting dealing in securities, • Financial services 
• Actuarial science partnership interests, or • Brokerage services 
• Performing arts commodities 

• Or a trade or business where the principal asset is the reputation 
or skill of one or more of its employees or owners 



      
 

            
          

      

           

     

           

W-2 Wage and UBIA of Qualified 
Property Limitation 

For those with taxable income above the threshold, the W-2 Wage and 
UBIA of qualified property limitation is either phased-in or fully applied. 

Wage & UBIA of Qualified Property Limitation 

For each trade or business, QBI is limited to the greater of: 

– 50% of W-2 Wages or 

– 25% of W-2 Wages plus 2.5% of UBIA of qualified property 



  
        

     

   
 

 

 
 

  

What is QBI? 
Net amount of income, gain, deduction, and loss 
from any qualified trade or business. 

May be generated by: 
• Sole proprietorships, 
• S corporations, 
• Partnerships, 
• Trusts, 
• Estates, and 
• Rental real estate 



   
        
     

   
 
  

    
  

      
 

What is QBI? (cont’d) 
Net amount of income, gain, deduction, and loss 
from any qualified trade or business. 

Includes deductible portions of: 
• S/E tax 
• S/E health insurance 
• Contributions to qualified retirement plans 
• Unreimbursed partnership expenses 
• Business interest allocable to S corporation 

or partnership 



   

      
   
        

        
     

          
   

     

What is not QBI? 

Exclusions include, but are not limited to: 
• Capital gains or losses 
• Interest income not allocable to a trade or business 
• Wage income, reasonable compensation from an S corporation, 

or guaranteed payments from a partnership 
• Items not effectively connected with the conduct of a business 

within the United States 
• Items not includible in taxable income 



     
  

  
           

        
     

 
            

            

     

What are REIT Dividends and 
PTP Income? 

Qualified REIT Dividends: 
• Dividends received from a REIT that are not capital gain dividends 

under section 857(b)(3) or qualified dividends under section 1(h)(11). 
• Reported on Form 1099-DIV, box 5 

PTP Income: 
• Qualified items of income, gain, deduction, and loss from a PTP, plus 

any ordinary gain or loss recognized on the disposition of the PTP 
interest. 

• SSTB limitation applies to PTP Income 



  

      

         
 

      
    
        

 

Taxable Income Limitation 

20% (Taxable income less net capital gain) 

• Taxable income is computed before the QBID, AGI less 
standard/itemized deductions 

• Net capital gain is computed as follows: 
– Net long-term capital gain less 
– Net short-term capital loss (not below zero), plus 
– Qualified dividends 



    

       

              

     
           

        

        

How is the Deduction Claimed? 
2019: 
• Form 8995, Qualified Business Income Deduction – Simplified 

Computation 
– Taxable income at or below the threshold and not a patron of a specified 

cooperative. 

• Form 8995-A, Qualified Business Income Deduction 
– Taxable income above the threshold or a patron of a specified cooperative. 

• Form 1040 filers claim the deduction on Line 10 

• Form 1041 filers claim the deduction on Line 20 



    

   
     

  
  

      

Meet Robin and Alder Pine 

• Married taxpayers, filing jointly 
• Earnings/losses from multiple sources in 2019: 

Schedule C Schedule F 
Schedule E Form 4797 
Wages Investments 

• Taxable income, before the QBID, is $157,735 















  

   

   
 

A. Pine, Inc. 

Schedule K-1 QBI 

$198,436 

No investor level 
adjustments required 













   
    

 

    

Deductible S/E Tax 
attributable to Pine Health 

Center, LLC 

$50,978 * .9235 *.153*.5 = 

$3,601 





   
       

    
  

• Sch. C Net Income $50,978 
• Ordinary loss on sale of business property $(2,250) 
• SIMPLE $(8,000) 
• Self-employed health insurance deduction $(16,000) 
• Deductible self-employment tax $(3,601) 

$21,127 







    

  

Rental 

Trade or business under 
1.199A-1(b)(14) 
self-rent rule 

$7,884 







   
    

    

Deductible S/E Tax 
attributable to Peas and 

Carrots 

($13,151) * .9235 *.153*.5 = 

($929) 





  

   
 

 

Peas and Carrots 

• Sch. F Net Loss ($13,151) 
• Deductible self-

employment tax $929 

($12,222) 











   
   

    
 

  
 

Qualified business income 
deduction before taxable 
income minus net capital 

gain limitation 

• QBI Component $43,045 
• REIT/PTP Component $150 

$43,195 









    
  

          

Taxable income before qualified 
business income deduction 

• AGI $182,135 
• Standard deduction ($24,400) 

$157,735 







 

    

    

  

Capital gain 

Net long term capital gain $2,531 
LESS 

Net short term capital loss $N/A 
BUT 

Not below zero $N/A 

$2,531 



  

 
 

Net capital gain 

Qualified dividends $150 
Capital Gain $2,531 

$2,681 









  

       
    

     

        

Objectives 
Today we have: 

• Described items to consider when calculating a 
qualified business income deduction (QBID) 

• Located information needed to calculate QBID 

• Completed Form 8995 and report QBID on Form 
1040. 



       
 

         

       
  

   SB/SE Focus Group Opportunities 

Topic 1: Reaching Limited English Proficient Small 
Business Customers 

Topic 2: Barriers for Timely and Accurate Tax Return 
Filing 

Topic 3: Improving the Collection Customer Experience 
and Payment Options 



    

     

      

      

   

   

Resources 

• Treas. Reg. 1.199A-1 through 1.199A-6 

• Prop. Treas. Reg. 1.19A-7 through 1.199A-12 

• Rev. Proc. 2019-11 (Determination of W-2 Wages) 

• Notice 2019-38 (Rental Real Estate Safe Harbor) 

• Instructions for Form 8995 

• Instructions for Form 8995-A 

• IRS.gov 



  
  

   

   

 

   

      

Hot Topics Search 
Coronavirus Tax Relief coronavirus 

Online Account (OLA) view account 

Online Payment Agreement (OPA) OPA 

Payment Options pay 

Taxpayer First Act (TFA) TFA 

Tax Pro News and Resources tax pro news 
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