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About Us

• Together, CBIZ & MHM are a Top Ten accounting provider
• Offices in most major markets
• Tax, audit and attest and advisory services
• Over 2,900 professionals nationwide

A member of Kreston International 
A global network of independent 

accounting firms

MHM (Mayer Hoffman McCann P.C.) is an independent CPA firm that provides audit, review and attest services, and works closely with CBIZ, a business consulting, 
tax and financial services provider. CBIZ and MHM are members of Kreston International Limited, a global network of independent accounting firms.
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Before We Get Started…

• Original Broadcast - Use the control panel on 
the right side of your screen to:
• Change your audio mode
• Submit questions
• Download handouts

• Rebroadcast:
• Listen through your computer
• Email questions to 

cbizmhmwebinars@cbiz.com
• Click blue handouts icon

• If you need technical assistance:
• Call support at 877-582-7011
• Email us at cbizmhmwebinars@cbiz.com

Original Broadcast:

mailto:cbizmhmwebinars@cbiz.com
mailto:cbizmhmwebinars@cbiz.com
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CPE Credit

This webinar is eligible for CPE 
credit. To receive credit, you will 
need to answer polling 
questions throughout the 
webinar.

External participants will receive 
their CPE certificates via email 
within 15 business days of the 
webinar.
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Disclaimer

The information in this Executive Education Series 
course is a brief summary and may not include all 

the details relevant to your situation. 

Please contact your service provider to further 
discuss the impact on your business.
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Paul is a Managing Director in the Tampa Bay Office. Paul has served 

both public and privately held companies on a wide range of tax issues 

including implications of corporate acquisitions and divestitures, 

S-corporation and partnership operations and income tax accounting 

methods.

727.572.1400 • pdunham@cbiz.com

PAUL DUNHAM, CPA
Managing Director

Presenter
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Bill Smith is a managing director in the CBIZ National Tax Office. Bill 

monitors federal tax legislation and consults nationally on a broad range 

of foreign and domestic tax services for businesses and individuals.  He is 

frequently sought after by a myriad of media outlets to comment on the 

changing tax environment and its effects on companies and individuals.  

He has authored numerous tax articles, edits the CBIZ MHM InTouch

newsletter and federal Tax Alerts, and lectures on a broad range of tax 

topics across the country.

301.961.1943 • billsmith@cbiz.comWilliam M. Smith, Esq.
Managing Director, 

CBIZ National Tax Office

Presenters

mailto:billsmith@cbiz.com
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Nathan Smith is a Director in the CBIZ National Tax Office, bringing over 

19 years of experience in public accounting to provide technical support 

and strategic solutions for the firm’s tax practice. Nathan leads the 

development of practice aids and tactical approaches used in 

responding to industry and Federal tax developments in a variety of 

subject matter areas. Nathan also consults nationally to facilitate 

delivery of client service opportunities and solutions, contributes as an 

author and editor to the firm's tax thought leadership publications and 

assists with the development and implementation of national tax 

policies and procedures. 

727.572.1400 • nate.smith@cbiz.com

Nathan Smith, CPA
Director

Presenters
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OPENING REMARKS
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Errors and Corrections

• It is important to remember that the scope of the changes 
and the speed at which this legislation was drafted has 
already resulted in discussions regarding necessary 
technical corrections and changes
• Depreciation of qualified improvement property was 

intended to be over a 15-year life, but inadvertently was set 
to a 39-year life

• Effective date for some of the new NOL limitations was 
intended to be for years beginning after Dec. 31, 2017, but 
inadvertently was set for years ending after Dec. 31, 2017

• Two Sections 461(j) were created (the second presumably 
should be Section 461(k))

• These changes will likely occur over the coming months 
and could result in significant changes to the law
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QUALIFIED BUSINESS INCOME DEDUCTION
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Qualified Business Income Deduction

• New deduction is set at 20 percent of qualifying 
business income received from a partnership, S 
corporation, or sole proprietorship (effective rate of 
29.6 percent for individuals in maximum 37 percent 
bracket)
• Subject to limitations  based upon income, wages and 

qualifying property
• Deduction is not available for a C corporation
• Deduction is available to individuals, trusts, and estates

• Deduction (and any potential limitation) is 
determined at the partner/shareholder/individual 
level
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Qualified Business Income Deduction

• Deduction cannot exceed the partner / shareholder / 
individual’s adjusted taxable income
• Adjusted taxable income excludes net capital gain
• Since the deduction cannot exceed “ordinary income,” 

it will never give rise to a net operating loss
• For net losses allocated from qualified trade or 

businesses, such losses are deemed to carry forward 
to subsequent years for purposes of computing any 
potential 20 percent deduction for the subsequent 
year
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Qualified Business Income Deduction

• Qualified business income is defined as business income 
from domestic sources (including Puerto Rico) from a 
qualified trade or business, excluding investment income 
(investment interest income, most dividends, capital 
gains, commodities gains, and foreign currency gains)
• IRS to provide regulations with respect to the determination 

of the deduction involving ownership through tiered entities
• Qualified business income does not include any amount 

paid by an S corporation as reasonable compensation to 
an owner/shareholder, or any amount that is a 
guaranteed payment for services from a partnership
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Qualified Business Income Deduction

• A qualified trade or business means any trade or business other than a 
“specified service trade or business” and other than the trade or business 
of being an employee
• A specified service trade or business means any trade or business 

involving the performance of services in the fields of health, law, 
consulting, athletics, financial services, brokerage services, or any trade 
or business where the principal asset of such trade or business is the 
reputation or skill of one or more of its employees or owners, or which 
involves the performance of services that consist of investing and 
investment management trading, or dealing in securities, partnership 
interests, or commodities
• Engineering and Architectural services are not included in specified 

services, leaving them fully eligible for the deduction
• The inclusion of the broad category “business where the principal 

asset of such trade or business is the reputation or skill of one or 
more of its employees or owners” is of special concern to many 
Schedule C (self employed)  and other small businesses
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Qualified Business Income Deduction – Specified Service TOB

• The Joint Explanatory Report from the Conference 
Committee referenced regulations under Section 448 
in attempting to clarify the scope of businesses 
included in the business fields listed, although the law 
under Section 199A does not reference Section 448

• If the regulations under Section 448 are relevant, 
additional insight can be obtained with respect to 
some overly broad business categories not eligible for 
the QBI deduction, such as the fields of health, 
performing arts, and consulting, among others
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Qualified Business Income Deduction

• Note that, as a threshold matter a taxpayer must be engaged in a 
true trade or business activity, for it to potentially be a qualified 
trade or business

• The new law does not attempt to clarify whether an enterprise rises 
to the level of being a trade or business for purposes of the 20 
percent deduction, so we are left with existing authorities to make 
this determination
• Section 162 likely is the point of reference for trade or business, but that 

only specifies that the business must be “regular, continuous, and 
substantial”

• Existing case law interprets section 162 for certain real estate rental 
situations
• Many real estate entities are structured to own and lease a single rental 

property, and such entities (particularly those utilizing a “triple-net 
lease”) may be challenged to conclude that they conduct a trade or 
business

• The length of the rental arrangement and the type of the property being 
rented will also weigh into this trade or business determination



19Questions? Email cbizmhmwebinars@cbiz.com

Qualified Business Income Deduction

• The deduction is limited to the greater of 
• (a) 50 percent of W-2 wages (wages including bonuses, elective 

deferrals, and deferred compensation), or 
• (b) 25 percent of W-2 wages plus 2.5 percent of qualified property

• For purposes of the limitation, W-2 wages do not include amounts 
that are not properly allocable to qualified business income
• The provision would appear to exclude guaranteed payments from a 

partnership and compensation paid to an S corporation 
shareholder/owner from the definition of W-2 wages

• However comments on the chairman’s mark of an earlier version 
included reasonable compensation of S corporation owners in the 
definition of W-2 wages

• Eligible W-2 wages are allocated to shareholders and partners in the 
same proportion as the original deduction for such wages

• Qualified property is allocated to shareholders and partners in the 
same proportion as the original deduction for depreciation with 
respect to such property
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Qualified Business Income Deduction

• Qualified property is the unadjusted basis of all tangible 
property held by, and available for use in, a qualifying 
pass-through trade or business, and which is used in the 
production of qualified business income

• The inclusion of qualified property as criteria in the 
limitation for eligibility of the 20 percent deduction was a 
last-minute change to the new tax law, and was a windfall 
for the real estate industry
• Many real estate ventures do not incur substantial wages, or 

incur property management fees which are not classified as 
wages

• Such enterprises are able to make some or all of the 20 
percent deduction available by including 2.5 percent of 
qualified property in the limitation calculation
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Qualified Business Income Deduction

• The property can be included in this calculation each 
year until its depreciation period has ended (a special 
10-year minimum depreciation period is deemed to 
exist solely for this purpose when the MACRS period 
ends earlier than such a 10-year period)
• Depreciation does not reduce unadjusted basis of 

qualified property
• IRS to issue regulations concerning the basis of 

property received in a like-kind exchange
• If the property is no longer held by, or available for 

use in, the qualifying trade or business (for example it 
is sold) it can no longer be used in the calculation
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Qualified Business Income Deduction

• Certain lower income taxpayers are exempt from the 
50 percent W-2 wage limitation, the 25 percent W-2 
wages plus 2.5 percent qualifying property limitation, 
and the specified service trades or businesses 
limitation

• Taxpayers with taxable income less than $157,500 
($315,000 for joint returns) are fully exempt

• Taxable income over the threshold amounts will result 
in a phase out of the exemption, with the limitations 
being fully applicable for taxpayers whose income 
exceeds $207,500 ($415,000 for joint returns)
• The amounts are indexed for inflation
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Qualified Business Income Deduction

• Application to special industries
• Dividends received from a Real Estate Investment Trust 

(REIT) are eligible for the 20 percent deduction, as long 
as such REIT dividends were not taxed at preferential 
capital gains or qualified dividends rates

• Income allocated from qualifying publicly traded 
partnerships (PTP) is similarly eligible for the 20 percent 
deduction

• Neither REIT dividends nor PTP income is subject to the 
W-2 wages limitation or the qualified property 
limitation
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Qualified Business Income Deduction – Example

• Partner A owns a pro-rata 40% interest in Alpha, LLC
• Alpha generated $2,000,000 of ordinary income
• Alpha paid W-2 wages of $1,000,000
• Alpha, LLC engages in a qualified trade or business that 

is NOT a specified service
• Partner A’s individual taxable income is above the 

small taxpayer threshold amounts
• Partner A’s tentative 20 percent deduction is 

$160,000 ($2,000,000 x 40% = $800,000; $800,000 x 
20% = $160,000)
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Qualified Business Income Deduction – Example, cont’d

• Partner A’s share of Alpha’s W-2 wages is $400,000 
($1,000,000 x 40% = $400,000); thus the 50% amount for 
the limitation is $200,000

• Because the $200,000 W-2 wage limitation for Partner A is 
greater than the tentative deduction of $160,000, Partner 
A is not limited and can claim the $160,000 deduction

• But, what if Alpha is in a real estate rental business where 
property management fees are paid and no W-2 wages 
are paid
• In this case, notwithstanding the qualified property 

provision, Partner A would have no W-2 wages can would 
therefore be denied the $160,000 deduction
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Qualified Business Income Deduction – Example, cont’d

• So, change the facts to assume in this case that Alpha, LLC 
is in a real property trade or business, that it incurred no 
W-2 wages, but that it has $10,000,000 in unadjusted 
basis of real property used in its qualified trade or 
business

• In this case, Partner A’s share of qualified property is 
$100,000 ($10,000,000 x 40% = $400,000; $400,000 x 
2.5% = $100,000)

• Because the 25% of W-2 wages plus 2.5% of qualified 
property limitation yields $100,000, which is less than 
$160,000, Partner A’s 20 percent deduction is limited to 
$100,000
• But again, note that this $100,000 deduction would have 

been $0 if not for the last-minute provision to allow for 
qualified property in the limitation calculation
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Qualified Business Income Deduction – Multiple Businesses

• Section 199A(f)(4) provides that regulations will be 
issued to address the application of the QBI 
deduction in the case of tiered entities, so indirect 
ownership of a qualified business will not prevent the 
deduction from applying.  But, without regulations it 
is unclear how the QBI items or limitation items will 
be applied through tiers of ownership

• Another big issue exists with respect to entities that 
currently conduct more than one trade or business, or 
conceivably could conduct more than one trade or 
business
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Qualified Business Income Deduction – Multiple Businesses

• For entities presently conducting more than one 
business, where one business may be qualified and 
one business may not be qualified, regulations are 
needed to address application of Section 199A
• Will the deduction apply to all of the entity’s activities if 

its qualified activities are above a certain threshold?
• Will an entity be denied a deduction entirely if non-

qualified activities are above a certain threshold (or 
worse, if any non-qualified activities exist)?

• How does an entity account for its division of qualified 
an non-qualified activities in these cases?
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Qualified Business Income Deduction – Multiple Businesses

• For entities that do not presently conduct more than one 
business, but conceivably could split a single business into 
more than one, will such business reorganizations be 
permitted for Section 199A?
• Consider an entity that conducts a medical practice 

presently
• The medical practice is in the field of health, and thus a 

specified service that is disqualified
• Most medical practices devote a significant amount of time 

to billing and accounts receivable collection efforts
• These other activities do not appear to be disqualified, so 

the split of the medical practice into a health services 
division and a billing division would seem to qualify so much 
net income of the billing division for the deduction
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Qualified Business Income Deduction – Multiple Businesses

• At a speaking event on Feb. 9, Dana Trier, Deputy 
Assistant Secretary for Tax Policy at the U.S. Treasury, 
commented that he did not necessarily have a problem 
with separations in order to achieve a deduction, where 
he mentioned the idea of forming a separate entity to 
house the newly-separated division.  On this topic, he 
said:

“I have a funny way of thinking about these issues.  I’m a trained 
assassin.  Guys like us, we can’t help it.  We think about these 
fact situations.  In some cases, I’m not really bothered by it.”

He went on to say, “It’s bothersome from a tax policy 
perspective because you are encouraging planning, you’re 
encouraging people to do things differently than they otherwise 
would have done, but I’m afraid that’s inherent in this tax 
legislation. This is going to be a feast for planning.”
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Qualified Business Income Deduction – Multiple Businesses

• The law clearly provides that the deduction applies to 
each qualified trade or business
• The tentative 20 percent deduction is computed on the 

separate QBI from each trade or business, as opposed 
to compiling an aggregate of gross QBI from all 
qualified businesses and then computing one 20 
percent calculation

• The reason for this is to ensure that the W-2 wage 
limitation or the wage-plus-property limitation for each 
business is applied solely to that business, such that 
these limitation items are not made available to 
determine a deduction for a different business
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Qualified Business Income Deduction – Multiple Businesses

• Although the tentative deduction amounts are 
computed separately for each business, a netting 
approach is indicated for purposes of determining the 
ultimate QBI deduction and loss carryover amounts 
for a given year
• The Joint Explanatory Report from the Conference 

Committee indicates this netting approach
• Accordingly, a taxpayer cannot claim a full QBI 

deduction from separate businesses that have positive 
income when other businesses have losses, and must 
instead compute a QBI deduction on a net basis
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Qualified Business Income Deduction – Multiple Businesses

• The Joint Explanatory Report from the Conference 
Committee also indicates that Section 199A loss carryover 
attributes (computed on a netted basis) are maintained by 
the individual taxpayer, and are not traced back 
specifically to the loss-generating businesses
• The Report suggests by way of example that the loss 

carryover is tracked as a negative deduction amount instead 
of a net loss amount, but this is not entirely clear

• Also note that QBI loss carryover attributes may exist 
solely for Section 199A purposes, even though the 
taxpayer may have actually deducted such losses (where 
they are not carried over as PALs or as NOLs, for example)
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QBI Deduction for Multiple TOB’s – Example from Committee

• H and W file a joint return.  H has a sole proprietorship 
that is “qualified business A”.  W is a partner in a 
partnership that is “qualified business B”.  The taxable 
income of H and W is such that the W-2 wage or wage-
plus-property limitations do not apply. 

• H has positive QBI from qualified business A of $150,000, 
such that the tentative 20 percent QBI deduction is 
$30,000.

• W has a negative QBI from qualified business B of 
<$40,000>, such that the tentative 20 percent QBI 
calculation is <$8,000>.

• H and W also have a $50,000 qualified business loss 
carryover, such that the carryover results in a reduction to 
the deduction of <$10,000>.
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QBI Deduction for Multiple TOB’s – Example from Committee

• H and W’s ultimate QBI deduction is computed as follows:
$30,000 from qualified business A
<$8,000> from qualified business B
<$10,000> from the loss carryover
= $12,000 net QBI deduction for H and W

• Treating the negative items in this way would reconcile:
• The stipulation that the ultimate deduction (or carryover) should be 

computed on a net basis, with
• The other requirement that the tentative deduction be computed 

separately for each trade or business
• But, what is to be done with W-2 wage or wage-plus-property 

limitations for the loss businesses?
• Do those losses simply come through regardless of the limitations?
• How would a taxpayer apply the limitations to negative deductions, 

when positive deductions are otherwise scaled back by virtue of 
potential limitations?
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Qualified Business Income Deduction, Forthcoming Guidance

• At a speaking event on Feb. 13, acting IRS 
Commissioner Dave Kautter said that “guidance on 
Section 199A would likely be issued in the summer,” 
appeasing fears that regulations projects of this scope 
often take a year or more

• Guidance is sorely needed on many aspects of Section 
199A, including:
• Specified service trades or businesses
• W-2 wage limitation
• Parsing multiple trades or businesses issues
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LIMITATION OF BUSINESS INTEREST DEDUCTION
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Business Interest Limitation

• For any type of entity, business interest deductions will be 
limited to the sum of business interest income plus 30 percent 
of adjusted taxable income (computed without regard to 
deductions allowable for interest, depreciation, amortization, 
depletion, net operating losses, and the pass-through entity 
deduction)
• “Floor plan interest” incurred by automobile dealerships is 

exempt from the limitation, but any taxpayer deducting unlimited 
floor plan interest (this is required, not elective) is not eligible for 
bonus depreciation on any property at all

• Businesses with average annual gross receipts for the prior 
three taxable years that do not exceed $25 million are exempt

• Aggregation rules apply
• Unused business interest expense can be carried forward 

indefinitely
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Business Interest Deduction Limitation — Aggregation

• Common Control Test
• Five or fewer individuals, estates or trusts, must own >50% of an entity 
• Determine “identical ownership” by the >50% first-entity owner group in  

a second business entity: 
• Use the lower percentage of ownership in each entity owned by 

each member of the >50% first-entity owner group, 
• If the sum of these calculations results in over 50% ownership in the 

second entity, it is under common control with the first entity. 
• In the case of any partnership, percentages owned of a profit or 

capital interest are used, and in the case of any S corporation, 
percentages owned of voting power or value of stock are used.

• An individual’s Schedule C and Schedule E rental property gross receipts 
must be included with his share of partnership and S corporation’s gross 
receipts, in which he is an identical owner of, described in the preceding 
paragraph, to determine if his average gross receipts is more than 
$25,000,000.
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Common Control — Examples

Corp Karen Bill Lori

Karen 
Identical 

Ownership

Bill 
Identical 

Ownership

Lori 
Identical 

Ownership

Total 
Effective 

Control

A 100% 0% 0% 40% 0% 0% 40%
B 100% 0% 0% 40% 0% 0% 40%
C 50% 50% 0% 40% 0% 0% 40%
D 50% 50% 0% 40% 0% 0% 40%
E 40% 30% 30% 40% 0% 0% 40%

Testing A, B, C, D, E Controlled Group


Sheet1

		Testing A, B, C, D, E Controlled Group

		Corp		Karen		Bill		Lori				Karen Identical Ownership		Bill Identical Ownership		Lori Identical Ownership				Total Effective Control

		A		100%		0%		0%				40%		0%		0%				40%

		B		100%		0%		0%				40%		0%		0%				40%

		C		50%		50%		0%				40%		0%		0%				40%

		D		50%		50%		0%				40%		0%		0%				40%

		E		40%		30%		30%				40%		0%		0%				40%

		Testing A, B, C, D Controlled Group

		Corp		Karen		Bill		Lori				Karen Identical Ownership		Bill Identical Ownership						Total Effective Control

		A		100%		0%		0%				50%		0%						50%

		B		100%		0%		0%				50%		0%						50%

		C		50%		50%		0%				50%		0%						50%

		D		50%		50%		0%				50%		0%						50%

		Testing A, B, E Controlled Group

		Corp		Karen		Bill		Lori				Karen Identical Ownership		Bill Identical Ownership		Lori Identical Ownership				Total Effective Control

		A		100%		0%		0%				40%		0%		0%				40%

		B		100%		0%		0%				40%		0%		0%				40%

		E		40%		30%		30%				40%		0%		0%				40%

		Testing C, D, E Controlled Group

		Corporation		Karen		Bill		Lori				Karen Identical Ownership		Bill Identical Ownership		Lori Identical Ownership				Total Effective Control

		C		50%		50%		0%				40%		30%		0%				70%

		D		50%		50%		0%				40%		30%		0%				70%

		E		40%		30%		30%				40%		30%		0%				70%





Sheet2





Sheet3
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Common Control — Examples

Corpor Karen Bill Lori

Karen 
Identical 

Ownership

Bill 
Identical 

Ownership

Lori 
Identical 

Ownership

Total 
Effective 

Control

C 50% 50% 0% 40% 30% 0% 70%
D 50% 50% 0% 40% 30% 0% 70%
E 40% 30% 30% 40% 30% 0% 70%

Testing C, D, E Controlled Group


Sheet1

		Testing A, B, C, D, E Controlled Group

		Corp		Karen		Bill		Lori				Karen Identical Ownership		Bill Identical Ownership		Lori Identical Ownership				Total Effective Control

		A		100%		0%		0%				40%		0%		0%				40%

		B		100%		0%		0%				40%		0%		0%				40%

		C		50%		50%		0%				40%		0%		0%				40%

		D		50%		50%		0%				40%		0%		0%				40%

		E		40%		30%		30%				40%		0%		0%				40%

		Testing A, B, C, D Controlled Group

		Corp		Karen		Bill		Lori				Karen Identical Ownership		Bill Identical Ownership						Total Effective Control

		A		100%		0%		0%				50%		0%						50%

		B		100%		0%		0%				50%		0%						50%

		C		50%		50%		0%				50%		0%						50%

		D		50%		50%		0%				50%		0%						50%

		Testing A, B, E Controlled Group

		Corp		Karen		Bill		Lori				Karen Identical Ownership		Bill Identical Ownership		Lori Identical Ownership				Total Effective Control

		A		100%		0%		0%				40%		0%		0%				40%

		B		100%		0%		0%				40%		0%		0%				40%

		E		40%		30%		30%				40%		0%		0%				40%

		Testing C, D, E Controlled Group

		Corporation		Karen		Bill		Lori				Karen Identical Ownership		Bill Identical Ownership		Lori Identical Ownership				Total Effective Control

		C		50%		50%		0%				40%		30%		0%				70%

		D		50%		50%		0%				40%		30%		0%				70%

		E		40%		30%		30%				40%		30%		0%				70%





Sheet2





Sheet3
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Business Interest Limitation

• Real estate businesses can elect to not have the limitation 
apply; such businesses include
• Real estate development, redevelopment, construction, 

reconstruction, acquisition, conversion, rental, operation, 
management, leasing, or brokerage;

• A real estate business conducted by a corporation or a REIT 
is also included; 

• The operation or management of a lodging facility, such as a 
hotel, motel or a dormitory where sleeping accommodation 
are provided

• An electing business must use ADS depreciation for its 
non-residential real property, residential rental property, 
and qualified improvement property
• Bonus depreciation is not available if ADS is used (§179 is 

still available)
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Business Interest Limitation

• Partnerships are subject to the limitation at the entity 
level in the year the interest is originally incurred

• Disallowed interest is not a partnership item, and 
instead is allocated to the partners for their individual 
determinations in subsequent years

• Partners determine allowable amounts of business 
interest with respect to “excess taxable income” 
allocated from partnerships
• This allocated amount excludes taxable income already 

used by the partnership in determining its entity-level 
deductible business interest
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DEDUCTIBILITY OF EXCESS BUSINESS LOSSES
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Excess Business Losses

• Starting in 2018, all non-corporate taxpayers 
(including individuals, estates and trusts) may not 
deduct net losses from trades or businesses in excess 
of $250,000 ($500,000 for joint returns)

• Any excess business loss is converted to a net 
operating loss carryover to the next year (which is 
then subject to 80% of taxable income limits)

• The excess business loss provisions apply to the 
aggregate of all
• Losses generated from sole proprietorships, and 
• Losses allocated from interests in S corporations and 

partnerships
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Excess Business Losses

• These rules apply after the passive loss rules are 
considered
• Therefore, to the extent of net nonpassive losses, real 

estate professionals and other individuals, estates and 
trusts, are likely to be affected by this rule
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Plan to minimize business losses by:

a) Electing not to claim bonus 
depreciation or Section 179 expensing.  
Also consider electing to use ADS 
depreciation lives.

b) Triggering gains to the extent needed 
by gifting leveraged property in excess 
of adjusted basis to an individual or to 
charity, or contributing such leveraged 
property to the capital of a corporation.

c) Limit the reinvestment of money in a 
like kind exchange or involuntary 
conversion to trigger gain.

CBIZ & MHM

Excess Business Loss
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DEPRECIATION PROVISIONS
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• Under the new law, bonus depreciation applies to new and used 
qualified property  (life less than 20 years) acquired after September 
27, 2017. Used property now qualifies as long as it is the taxpayers 
first use of the property.

• Bonus rates will vary based on when the property was acquired and 
placed in service.

• For properties acquired before September 28, 2017, the current 
bonus rules apply.

• For properties acquired after September 27, 2017, bonus rates will 
be as follows:

Qualifying Assets 
Placed in Service
09/28/17-12/31/22 100%
01/01/23-12/31/23 80%
01/01/24-12/31/24 60%
01/01/25-12/31/25 40%
01/01/26-12/31/26 20%

% Bonus Depreciation     
in the first year

Bonus Depreciation Rules
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• In order to claim 100% bonus depreciation, 
a binding contract must not have been in 
existence for acquisition prior to September 
27, 2017. 

• If there was a binding contract to acquire 
the property prior to September 27, 2017, 
then only 50% bonus would apply. The 50% 
bonus depreciation would not apply for 
used property. 

Binding Contract Rule
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• The §179 deduction was increased to $1 million per year and 
phases-out for qualifying property exceeding $2.5 million

• Section 179 expensing now applies to roofs, HVAC’s, fire 
protection and alarm systems, and security systems of non 
residential property. 

• It also applies to property used for lodging purposes, i.e., where 
sleeping accommodations are provided (such as hotels, motels 
and dormitories), to Qualified Improvement Property and 
tangible personal property used in any trade or business. 

• As a result of the bonus depreciation provisions, the § 179 
provisions are made largely irrelevant; however, certain real 
property improvements not eligible for bonus depreciation are 
eligible under § 179

§179 Provisions
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INDIVIDUAL PROVISIONS AFFECTING OWNERS OF
CLOSELY HELD BUSINESSES
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Individual Provisions – Tax Rates and Brackets

Married Filing Jointly and Surviving Spouses: Single Individuals:

10% (Taxable income not over $19,050) 10% (Taxable income not over $9,525)

12% (Over $19,050 but not over $77,400) 12% (Over $9,525 but not over $38,700)

22% (Over $77,400 but not over $165,000) 22% (Over $38,700 but not over $82,500)

24% (Over $165,000 but not over $315,000) 24% (Over $82,500 but not over $157,500)

32% (Over $315,000 but not over $400,000) 32% (Over $157,500 but not over $200,000)

35% (Over $400,000 but not over 600,000) 35% (Over $200,000 but not over $500,000)

37% (over $600,000) 37% (Over $500,000)

There are also categories for married filing separately and head of household.
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Individual Provisions – Standard Deduction and Personal 
Exemptions

• The increased standard deduction amounts from the 
Senate bill were adopted

• For taxable years beginning after Dec. 31, 2017, the new 
amounts are therefore set at $24,000 for married 
individuals filing jointly, $18,000 for head of household 
and $12,000 for single individuals

• The enhanced standard deductions for the elderly and the 
blind are also preserved

• Again, chained CPI will be used as the inflation measure 
for these amounts

• These increases expire after 2025, though the chained CPI 
inflation adjustment will remain

• Personal exemptions for individuals are eliminated
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Individual Provisions – Kiddie Tax

• Under prior law all of the taxable income of children 
subject to the kiddie tax was tax at the parent’s tax rate

• The TCJA alters that approach and taxes the earned and 
unearned income of children subject to the tax differently

• Earned income of a child subject to the tax (wages, self-
employment income, etc.) is taxed at the rates applicable 
to single individuals

• Unearned income of a child subject to the tax is taxed 
using the ordinary and capital gains rates and brackets 
applicable to trusts and estates

• Generally, this will result in a tax increase on unearned 
income
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Individual Provisions – State and Local Tax Deductions

• The individual state and local income and sales tax deduction was 
retained, despite high profile debates on the topic

• The main change is the addition of a combined limitation covering 
state and local property taxes as well as income/sales taxes 

• This new limitation is $10,000, and is applicable to the combined 
total of the taxpayers property taxes and state income or sales tax

• A provision was added to specifically prohibit a deduction for the 
prepayment of future state and local income taxes in 2017

• Presumably, this limitation was added to prevent taxpayers from 
attempting to avoid the $10,000 limit in 2018
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Individual Provisions – Alternative Minimum Tax (AMT)

• The individual AMT was preserved in the final tax 
reform bill

• The exemption amount is increased from $78,750 for 
individuals to $109,400 and is indexed for inflation 
using chained CPI

• The phase-out threshold is also increased; from 
$150,000 to $1,000,000 and is also indexed for 
inflation

• The base broadening measures for individuals, 
including the limitation on state and local tax 
deductions may limit the impact of the preserved 
AMT 
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Individual Provisions – Other Deductions

• The itemized deduction for medical expenses was preserved, 
with a decrease in the AGI threshold used to determine the 
amount of deductible medical expenses, from 10 percent to 
7.5 percent in 2017 and 2018

• All deductions for miscellaneous itemized deductions subject 
to the 2 percent floor are repealed for taxable years beginning 
after Dec. 31, 2017 and before Jan 1, 2026 
• This results in the elimination of the deductions for employee 

business expenses, tax preparation fees, and attorney fees, 
among others

• The overall limitation for itemized deductions (the “Pease” 
limitation), however, is suspended for 2018 through 2025
• This will allow higher income individuals to claim itemized 

deductions, in contrast to current law which limits itemized 
deductions once an individual’s income exceeds certain 
thresholds
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Individual Provisions – Taxation of Carried Interests

• Starting in 2018, a three-year holding period applies to an 
applicable partnership interest (API) to be eligible for long 
term gains

• The carried interest rules are applied to tiered ownership 
in an underlying partnerships interest (API)
• The law provides that the carried interest rules do not apply in 

the case of a corporation, which has led many to question 
whether an S corporation could be used as a blocker to the 
carried interest rules

• Treasury Secretary Steven Mnuchin said to the Senate Finance 
Committee on Feb. 14, “We do believe that taxpayers will not be 
able to get that loophole by going through subchapter S,” and he 
added, “That’s something that we believe we have authority to 
do under the existing code.”
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?
QUESTIONS
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If You Enjoyed This Webcast…

Upcoming Courses:
• 2/27: B & I Series: Benefits-Law Tax Reform: What Changes Are In Store?
• 3/27: First Quarter Accounting and Financial Reporting Issues Update

Recent Publications:
• The Impact of the New Tax Law on Real Estate Investment
• How U.S. Tax Reform Affects International Tax Considerations
• How Adopting the New Revenue Recognition Guidance Could Lead to a Big Tax 

Bill
• The Impact of the New Tax Law on M&A Activity
• 7 Steps to Secure Your Exit Strategy in Uncertain Times

https://register.gotowebinar.com/register/7157755112376390659?source=website
http://www.mhmcpa.com/Resources/Webinars/2018/Fourth-Quarter-Accounting-and-Financial-Reporting-Issues-Update-March-27.aspx
https://www.cbiz.com/insights-resources/details/articleid/6180/the-impact-of-the-new-tax-law-on-real-estate-investment-article
https://www.cbiz.com/insights-resources/details/articleid/6168/how-u-s-tax-reform-affects-international-tax-considerations-article
https://www.cbiz.com/insights-resources/details/articleid/6218/how-adopting-the-new-revenue-recognition-guidance-could-lead-to-a-big-tax-bill-article
https://www.cbiz.com/insights-resources/details/articleid/6214/the-impact-of-the-new-tax-law-on-m-a-activity-article
https://www.cbiz.com/insights-resources/details/articleid/6205/7-steps-to-secure-your-exit-strategy-in-uncertain-times-article
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Connect with Us

linkedin.com/company/
mayer-hoffman-mccann-p.c.

@mhm_pc

youtube.com/
mayerhoffmanmccann

slideshare.net/mhmpc

linkedin.com/company/
cbiz-mhm-llc

@cbizmhm

youtube.com/
BizTipsVideos

slideshare.net/CBIZInc

MHM CBIZ

http://linkedin.com/company/mayer-hoffman-mccann-p.c.
http://twitter.com/mhm_pc
http://youtube.com/mayerhoffmanmccann
http://slideshare.net/mhmpc
http://linkedin.com/company/cbiz-mhm-llc
http://twitter.com/cbizmhm
http://youtube.com/BizTipsVideos
http://slideshare.net/cbizinc
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THANK YOU
CBIZ & Mayer Hoffman McCann P.C.
cbizmhmwebinars@cbiz.com
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