Section 199A
Pass-Through Deduction
3rd Edition

Paul J. Winn



Table of Contents

Chapter 1 — Business Owners’ Taxable Income Below Threshold.........ccc.ccccoiiiiimiccininrrccciieeenens 1
Learning ODJECLIVES ...ttt e e ettt et e e e e e e e e e bttt e e e e e e e s e nneeeeeeeaaeesaanbnnneaaaeeeaanns 1
T a1 (oTo 0T 4o o ISP 1
Overview of the Pass-Through DedUCHON. ...........oiuuiiiiiiie e eea e 1
Nature of the 20 percent Deduction for Qualified Business Income (QBI)..........ccuuveeiiiiiiiiiiiiiiiieeeee 2

DeducCtion ELGiDility ......coooe e 2
Computing the Deduction—Taxable Income Not Exceeding Threshold Amount...........cccccooiiiiiiieeeen. 3
=11 11T PRSP PPPPP 5

L= Te (R o Tl =10 1= PSR 5

L1 S]] o Y 4 0T o | PSR 7

Qualified REIT DIVIAENAS .......ccc e 8

Qualified Publicly Traded Partnership INCOME..........oooiiiiiiiiiiee e 9

Qualified BUsiness INCOME (QBI) .......ueiiiieiiiiiie et e e e e e et e e e e e e e s nnereeeeaaeeeaaanes 9

Qualified Items of Income, Gain, Deduction, and LOSS .............ooiiiiiiiiiiieieecee e 10

Qualified Trade OF BUSINESS........cccciiieeeeeeee e 11
AGGregation ..o 11

AGGregatioN RUIES ... ..uiiiiiiieiiieeiee ettt bbbttt ettt sttt e ettt ettt e ettt s ennnnennne e 11

Reporting and Consistency REQUIFEMENES ........c.oiiiiiiiiiiiiiiee et e e e e 12

Accuracy-Related Penalty on Underpayments .............uuuueueuieiiiiiiiiiiiiiiiiiiiiiiieeesneeeeeeeeseseeeeeneeeeeee. 14
SUMIMIAIY ettt ettt oottt e e e e e e e o ettt e et e e e e e e e e ntteeeeeaae e e e e nseeeeeeaaaeaananseeeeeeeaaeesaannsseeeaaaaeassaannnennes 15
REVIEW QUESTIONS ...ttt e e oottt et e e e e e e s e net e et e e e e e e e aannnbbbeeeeaeeeaaannnnnneaaaaeas 17
REVIEW ANSWETS ...ttt ettt oottt e oo e e et ettt e e e et et atta e e e e e eeeeeasan e e eeeeeensan e eeaaeeennnnnnnaeans 18

Chapter 2 — When Taxable Income Exceeds the Threshold ...........cccceeveeeiiiii i ceeceeeee e 19
Learning ODJECLVES .....cooiiiiieiiie ettt e e e oottt e e e e e e e e na ettt e e e e e e e s anneebbeeeeaaeeaaannnrnneaaaaeas 19
T (o T 0T34 o] o ISR 19
Taxable Income Above Threshold AMOUNL ... 19

Pass-Through Deduction when Taxable Income Exceeds the Threshold..................cciiiii s 19
QB COMPONENL.......ciiiiiitiieee et e e e e e e e e e e e e e s e e ab b e e e e aaeeesaaaasbbaaeeeaeeesannssrneeaaeeas 20
Computing the Deduction—Taxable Income Exceeding Threshold Amount..............cccoieiieiiiiiiinnn. 21
DetermMiniNg W-2 Wages . ... 22
UBIA of QUAIIfIEd PrOPEITY ... ittt e ettt e e e e e e e s ennreeeeeaaaeeaanns 23
Computing the DedUCHON—EXAMPIES .........uuuuuuiiiiiiiiiiireiiieeeieereeeneeeeereeeeerereeeeereer————————————. 23
SUMIMIAIY ettt ettt ettt e oottt et e e e e e oo ettt e et e e e e e e e e nttee e e e e e e e e e s nseeeeeeaaeeaan anseeeeeeaaaeeaaanntseneaaaaeassaannnennes 25
REVIEW QUESTIONS ...ttt e e oottt e e e e e e e s e et e e e e e e e e e e aannnbebeeeaaeeeaaannsnnneaaaaeas 27
REVIEW ANSWETS ...ttt e ettt e oo e e et ettt e e e et et ettaa e e e e e eeeeeasan e e eeeeeenann e e eeaaeeeenennnnaaans 28

Chapter 3 — When Taxable Income is Within Phase-In Range...........cccoociiimmmniinnciieennenneeens 31
Learning ODJECLIVES ......coiieiieiiee ettt e e oottt e e e e e e e e n et ee e e e e e e e e aannsetteeeeaaeeaaannnrnneaaaaeas 31
T (o T 0T34 o] o ISR 31
Calculating the QBI COMPONENT ......cciiiiiiiiiiie et e e e e e et e e e e e e e e e anntreeeeaaaeeaaaannreees 31
Taxpayers With Taxable Income Within Phase-In Range...........cooooiiiiiiiiiiii 31

Determining the Applicable Percentage ..........cooooiooiiii s 32
Calculating the Pass-Through DeAUCHION ...........coiiiiiiiiiii et e e e e e e e eneeeeeas 32
T Yo ) Tor=TuTe] g I fo Tal N o T B S T 32
MOdIfiCAtION fOr SO T B S ..ttt 34
ST 0100 E= SRR 37
REVIEW QUESTIONS ...ttt e e oottt et e e e e e e s e et e e e e e e e e e e aannnbbbeeeeaeeeaaannnnnneaaaaeas 39
REVIEW ANSWETS ...ttt ettt oottt oo oo et e ettt e e e et e eetea e e e e e eeeeetenn e e eeeeeensan e eaaaeeennnnnnnaaans 40

Chapter 4 — Specified Services Trades or Businesses (SSTBS) .........ccccciemmmrniinnnnnsisssnnssnissssnnnns 43
Learning ODJECLIVES .....cciiieiieiie ettt e e e oottt et e e e e e e e s nat et e e e e e e e e s nnenbteeeeaaeeaaannnnnneaaaaeas 43
T (o T 0T34 o] o ISR 43
QUANIfIEd Trade OF BUSINESS .....uuuiiiiiiiiiiiiiiitieiiiieeteeeeeeeeeeeeaeeeeeeeeeeeeesesesseseseeeeessssssssssssssssssssssssnsssnssnsnnes 43



Table of Contents

Specified Service Trade or BUSINESS...........coviiiiiiiii 43
SUMIMIAIY ettt ettt ettt e oottt et e e e e e oo ettt e et e e e e e e e e nttee e e e e e e e e e s nseeeeeeaaeeaan anseeeeeeaaaeeaaanntseneaaaaeassaannnennes 49
REVIEW QUESTIONS .....coeiiiiiiiiieeeee ettt e ettt e e e e e e e e e e e e aaaaa s 50
REVIEW ANSWETS ...ttt ettt oottt oo e e e et ettt e e e e et et attaa e e e e e eeeeeasan e e eeeeeensana e e aaaaeeennnnnnnaaens 51

Appendix A — Phase-In Worksheet for NON-SSTBS...........ccccummmmmmmmmeeneennnnnnnnnnnnnnnsnnnnnnnnnnnsnnnn s ssnnnsnnnns 53
Appendix B — Phase-In Worksheet for SSTBS ..........uuuemmemeeeeeeenennsnnnnnnnnnnnnnnnnnnnnnnsn s ssssssnnsnnnns 55
Appendix C — Does the § 199A Pass-Through Deduction Apply?........ccccccemmmmmmmmennnnnnnnnnnnnnnnnnnnnnnnes 57
LT o= 7 1 59
L T = 63

il





