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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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Presenters

Larry Rosenblum is a Managing Director of CBIZ MHM, LLC and a 

Shareholder of Mayer Hoffman McCann P.C. in the Boca Raton, FL office. 

He has more than 25 years of public accounting experience. Previously, 

Larry provided tax planning and consulting services for professional 

service, real estate and manufacturing companies in the New York and 

Los Angeles metro areas. Currently, Larry provides consulting and tax 

services for the company’s real estate clients with a concentration in 

commercial property cost segregation studies. He is a frequent lecturer 

in cost segregation to the banking, legal and real estate communities.

561.994.5050 • lrosenblum@cbiz.com
Lawrence Rosenblum

Managing Director
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Bennett is based in our Chicago, IL office, where he is the office's Tax 

Practice Leader. He has also been a leader in both teaching and 

contributing tax solutions across all the firm's clients and offices. 

Bennett is proficient in the structuring and planning of transactions for 

both significant real estate developers and for closely held businesses 

across a variety of industries.

312.602.6820 • bberg@cbiz.com

Bennett Berg, CPA
Director

Presenters

mailto:bberg@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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Tax Reform Timeline

Nov. 16, 
2017

• House passes its version of Tax Cuts and Jobs Act

Dec. 2, 2017

• Senate passes its version of Tax Cuts and Jobs Act
• House and Senate bills move to Conference Committee for reconciliation

Dec. 20, 
2017

• Reconciled tax bill passes through both chambers of Congress

Dec. 22, 
2017

• President Trump signs conference committee tax reform bill into law
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Planning for Reform

• The bill’s primary provisions are:

• A 40 percent cut to the corporate tax rates

• A new 20% deduction for many owners of pass-through 
entities

• Temporary tax cuts for individuals, expiring after 2025

• Transition to a Territorial System with a deemed 
repatriation tax and anti base erosion provisions
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Joint Committee on Taxation Analysis

• The JCT has performed its initial analysis on the bill as 
reported out of the conference committee

• Their conclusion is that even after accounting for 
economic growth generated by the tax cuts, the tax 
reform bill will result in an increase to the deficit in 
excess of $1.07 trillion
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Arriving at the New Law

• 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

• Many types of real estate funds invest in partnership interests, which 
could limit the 20% deduction attributable to such investments
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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
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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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LIMITATION OF BUSINESS INTEREST DEDUCTION
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Limitation of Business Interest Deduction

Starting in 2018, a limit on business interest deductions applies.  The 
limit is 30% of adjusted taxable income (discussed below).

1. If a business entity’s average gross receipts, in the past three years, is less than 
$25,000,000, there is no limitation on the interest deduction.

2. The average gross receipts of other businesses under common control must be 
aggregated with the business entity’s average gross receipts to determine if the 
aggregated business entity’s average gross receipts is more than $25,000,000.

3. Gross receipts means gross income from sales and services (before sales tax, 
but after returns and allowances) and all miscellaneous income, including all 
income from investments (such as taxable and tax exempt interest, OID, 
dividends, rents, royalties and annuities).  Gross receipts also includes net gain 
(not a net loss) from the sale of capital or Section 1231 assets. Gross receipts is 
not reduced by any cost of sales, or deductions. Gross receipts includes the 
entity’s share of gross receipts from any partnership.



31Questions? Email cbizmhmwebinars@cbiz.com

Limitation of Business Interest Deduction (cont.)

4. To determine if the aggregation of gross receipts of other businesses under 
common control is required, first, we need to determine the ownership of any 
five or fewer individuals, estates or trusts, to see if these owners own over 
50% of the entity. Assuming over 50% ownership by five or fewer owners, 
second, we need to determine identical ownership by the over 50% owners of 
the first entity, in other business entities. Identical ownership is determined 
by using the the lower of: the percentage of ownership of the first entity in 
which each over 50% owner owns, or the percentage of ownership by each 
over 50% owner as an owner of the second entity. If this second step results 
in over 50%, the second entity 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.
The individual’s Schedule C and Schedule E rental properties 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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Limitation of Business Interest Deduction (cont.)

5. If the business is a real estate business, and it makes an irrevocable tax election, 
then the real estate business can deduct all interest with no limitation. The gross 
receipts of an electing real estate business is not relevant. However, a 20 year 
ADS life of qualified improvement property, a 30 ADS year life of residential real 
estate, and 40 year ADS deprecation life of nonresidential real estate must be 
used, regardless of when the real estate was purchased. Also, depreciation 
recapture is likely to result upon the conversion from accumulated regular 
depreciation to deemed accumulated ADS deprecation in the year the above tax 
election is made. A real estate business includes 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. Also, included is the operation or 
management of a lodging facility, such as a hotel, motel or a dormitory where 
sleeping accommodation are provided.
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Limitation of Business Interest Deduction (cont.)

6. If a taxpayer’s share of average gross receipts from all identically owned real 
estate businesses, on an aggregated basis, are less than $25,000,000, including 
average gross receipts from Schedules C and E, each real estate entity can 
deduct its interest with no limitation, and no tax election needs to be made.
However, if a taxpayer’s share of average gross receipts from all identically 
owned real estate businesses, on an aggregated basis is over $25,000,000 
including Schedule C and Schedule E average gross receipts, then the tax 
election probably should be made by each real estate business in the 
aggregated group to avoid the interest expense limitation.
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Limitation of Business Interest Deduction (cont.)

7. For each non-real estate business, or each non electing real estate business with 
average gross receipts over $25,000,000, determined separately or aggregated, 
the deduction of business interest is limited to 30% of adjusted taxable income of 
each separate entity. Adjusted taxable income means the net income before any 
business interest deduction, depreciation and amortization, net operating losses, 
and the qualified business income deduction.

8. For partnerships, the business interest deduction is determined at the 
partnership level. However, if any partnership business interest deduction is 
limited, that unused interest deduction becomes usable by each partner against 
the partner’s distributive share of another partnership’s “excess taxable income” 
in the current year. If it cannot be used in the current year, then the partner’s 
share of unused business interest carries to the next year, and is subject to the 
distributive share of excess taxable income only form the same partnership that 
generated the limitation in the previous year. The unused business interest 
deduction carries over indefinitely, until it is used up against excess taxable 
income from the original partnership that had the limitation.
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Limitation of Business Interest Deduction (cont.)

9. Plan to minimize or avoid the limitation of business expense:
a) We should suggest to the business owner to reduce expenses, where possible, to 

increase adjusted taxable income.
b) Also, suggest to the business owner to consider to refinance its debt to a lower rate 

of interest, or to pay down the principal to reduce the interest expense.
c) Consider a possible conversion/contribution of debt to equity. This may or may not 

be a taxable event. 
d) Consider admitting new investors to the partnership or S Corp., and use the capital 

contributed to pay down the debt.
e) Consider gifting ownership interests of an entity to separate the entity form the 

group of common controlled entities.  This enables the entity to have its average 
gross receipts tested without aggregation with other entities included in the group  
of commonly controlled entities.

f) Consider a sale/leaseback of property to convert nondeductible interest to 
deductible rent.
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TAXATION OF CARRIED INTERESTS
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Carried Interests

1. Starting in 2018, a three year holding applies to long term gains with respect to 
long term gains with respect to an applicable partnership interest (API). Long term 
gain treatment (based on one year holding period) is available with respect to all 
other partnership interests that are not an API.
An API is a partnership interest transferred in exchange for services provided by 
the taxpayer, or a related party, in any applicable trade or business (ATB).

2. An ATB is any activity regularly conducted with consists of (in whole or in part):

a) Raising or returning capital, AND
b) EITHER

a) Investing or identifying for investment in specified assets (SA),
b) Disposing, or identifying for disposing, SA, or
c) Developing SA

SA includes securities, commodities, real estate held for rent or investment, 
and cash, including options or derivative contracts in any of the foregoing, or a 
partnership interest (to the extent of the partnership’s interest in SA), and 
cash including options to the extent any of the foregoing are owned by the 
partnership
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Carried Interests (cont.)

3. Exceptions to the above include:

a) LTCG and Section 1231 gain with respect to capital contributed by the service provider,
b) Interests received by an employee of another entity, who provides services to the other 

entity which conducts business that is not an ATB.
c) Partnership interests held directly or indirectly by any corporation,
d) Real estate used by the business and is not held for rent or investment, 
e) Income or gain from any asset not held for portfolio investment on behalf of third party 

investors,
f) Section 83 income upon vesting or lapse of forefeitures and Section 83(b) elected 

income do not affect the applicability of the above, or
g) A sale or exchange or a redemption of an API held for less than three years still triggers 

short term gain.  Also, if the taxpayer disposes his interest to a related party, short term 
gain is triggered regardless of his holding period. A related party, for this purpose, 
includes a member of taxpayer’s family, or another provider of service to an ATB in the 
current year or past three years.
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Carried Interests (cont.)

4. Plan to possibly avoid these rules, by:

a) Holding property for at least three years before selling it. However, if part of the 
holding period of the property was held for less than three years, consider allocating 
some or all such gain to the gain portion held over three years.

b) Assuming no additional debt or equity is needed to purchase a replacement property, 
consider a Section 1031 exchange of real estate held for less than three years to tack 
the holding period of the traded real property to the replacement real property.

c) Separate an API from a capital interest by issuing a second partnership interest to the 
service provider for the API.

d) Transfer API’s owned by an individual, including ownership through an SMLLC or a 
grantor trust, to a new or existing S corp if 100% by an eligible shareholders. 

e) File a check the box election and S corp election of multi-member LLC which owns 
API’s to become an S corp, if 100% owned by eligible shareholders.
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DEDUCTIBILITY OF EXCESS BUSINESS LOSSES
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Excess Business Loss

1. Starting in 2018, all non corporate taxpayers (including individuals, estates and 
trusts) are subject to a limit on the net business losses that they are allowed.  The 
limit is gross business income or gain plus $250,000 ($500,000 for joint returns).  
This limits the amount of business losses that were previously usable against all 
other income without any limits (including salary, fees, interest, dividends and 
capital gains).  Any excess business loss is converted to a net operating loss 
carryover to the next year. Partners and S corp shareholders use their net trade or 
business and rental amounts as reported on their K-1’s.

2. This rules applies after the passive loss rules. 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.

3. 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.
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OTHER PROVISIONS OF NEW TAX LAW IMPACTING
REAL ESTATE SECTOR
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Miscellaneous Topics

1. Starting in 2018, like kind exchanges are allowed only for real property that is not 
held for sale in the ordinary course of business. Therefore, all other like kind 
exchanges are no long allowed, including trades of cars, trucks, airplanes, 
machinery and equipment, art, music instruments, and all other assets used in a 
trade or business or held for investment that were previously tradable. There is 
no deminimus exception for incidental personal property that is part of tradeable 
real estate, hence the personal property is taxable.

2. Starting in 2018, nonshareholder contributions to the capital of a corporation 
will be income to the corporation. Therefore TIF’s can no longer be received tax 
deferred by an corporation, although it may be possible to treat a TIF as a loan 
instead.

3. Starting with 2018 losses, net operating losses must be carried over; no 
carrybacks are now allowed. Also, the carryover is not indefinite, where before 
NOL’s had a 20 year carryover period. The maximum post 2017 NOL deduction in 
carryover years is 80% of taxable income before the NOL carryover.
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Miscellaneous Topics (cont.)

4. Starting in 2018, the 10% rehabilitation tax credit has been eliminated, and the 
20% certified historic tax credit was retained; however, the certified historic 
credit is usable over 5 years. The rehabilitation tax is retained if the taxpayer 
selects the beginning of his 24 month or 60 month measurement period before 
June 21, 2018 and is retained for unused credit carryovers to 2018 and beyond.  

5. The TCJA’s legislative history  intended to allow Qualified Improvement Property 
to be eligible for bonus depreciation (post 9/27/17 purchase), but the tax code 
does not provide this. If the tax code is not fixed by Technical Corrections, the 
depreciation life for such property is 39 years, instead of 15 years, as intended.

6. Section 179 expensing (revised to $1,000,000 starting in 2018 subject to being 
phased out starting with $2,500,000) 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, ie 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.      
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CAPITAL EXPENDITURES, COST RECOVERY, AND
COST SEGREGATION STUDIES
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CBIZ & MHM

Properties That Qualify for Cost Segregation

Construction cost of purchase price over $500,000
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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:

CBIZ & MHM

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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• Example:
Benefits of new law versus old law if you acquired existing assets after September 27, 2017

CBIZ & MHM

• $5,000,000 depreciable asset 
• 10% carve out to 5-year life
• 20% care out to 15-year life
• 70% carve out to 30-year life

First year expense under old law:

% Identified

70%
20%
10%

Classification

39 year
15 year
5 year

Amount
$      89,744
$      50,000
$   100,000
$   239,744

% Identified

70%
20%
10%

Classification

39 year
15 year
5 year

Amount
$     89,744
$1,000,000
$   500,000
$1,589,744

First year expense under new law:

$1,350,000 increase deduction in year one

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 with a GC to build the 
property prior to September 27, 2017, then only 50% 
bonus would apply. The bonus depreciation would not 
apply for used property. 

CBIZ & MHM

Binding Contract Rule
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• There will be no separate definitions for QLI, QRI, and QRP. 
These will get replaced with a general 15-year recovery period 
for QIP.

• QIP is reduced from 39 year to 15 year. 

• QIP qualifies only if improvements made after the buildings 
were first placed in service.

• 15 Year QRP reverts to 39 year effective January 1, 2018.

CBIZ & MHM

How The New Rules Effect QRP and QIP
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• Business losses limited to $250K/year ($500K MFJ) 
after December 31, 2017, and before January 1, 
2026.

• Limitation applies to aggregate of all personal and 
pass-thru losses for the year.

• Disallowed losses are added to Net Operating Loss 
carry forward (carry back no longer permitted, 
effective as of January 1, 2018.

CBIZ & MHM

Non-Corporate Taxpayer Rules



52Questions? Email cbizmhmwebinars@cbiz.com

• The look-back study on properties purchased 
or constructed in a prior year can be 
performed to claim depreciation not 
previously deducted or to accelerate 
deprecation. 

• The catch-up deduction may be claimed on 
the next tax return without amending 
previous returns.

• Form 3115 is filed with the tax return. The 
accounting change is automatic.

CBIZ & MHM

Look Back Studies
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• A taxpayer (TP) must employ the TPRs effective for tax year 2014

• For expenditures after an asset is placed in service

• DMSH is an “out” to the required TPR process

• First a TP must determine its U of P

• Second a TP employs the 16 RABI rules against that U of P

CBIZ & MHM

TPR Still Applies Under TCJA

Applicable to all taxpayers who have tangible assets
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• Cost Segregation has more value after the TPRs, now with the “must” 
requirement to get capitalization correct and in the right amounts

• The use of Cost Segregation includes:
• Newly acquired buildings – to break out 1245 property
• Newly acquired buildings – to determine the value of the building 

components and systems to assist in the application of the TPRs and RABI 
rules for past, present, and future expenditures.

• Expenditures – to determine if the taxpayer should apply the IRS 
refresh/remodel safe harbor (RRSH) and/or to the 25% of the RRSH that is 
require to be capitalized.

CBIZ & MHM

Cost Segregation Application and TPRs

Applicable to all taxpayers who have tangible assets
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• TPR work did not end after tax year 2016 filing. The following consulting work 
types are valuable:

CBIZ & MHM

Unit of Property Studies – to be able to determine proper U of P for TPR application 
for prior, current, or future tax years

Tenant/Landlord Consulting – new or past projects and/or lease wording advice

TPR Compliance – for taxpayers who have not yet complied with the TPRs

Removal Cost Study – calculations of removal costs

Abandonment Study – calculations of assets removed/disposed of

GAA Planning - to avoid section 280B treatment

RRSH Assistance

Current year Cap Ex vs. R&M determinations and documentation

TPR and/or Cost Segregation Consulting Work
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• Bonus Depreciation now applies to used property acquired after September 
27, 2017. There is opportunity to take advantage of this law change in the 
2017 tax year.

• Look Back Studies are still available and have not been affected by the new 
TCJA law change.

• TPRs have not been affected by the law change. 

• Effective January 1, 2018, 15-year QRP is no longer available and restaurant 
property reverts back to 39-year life.

• With net operating loss carrybacks no longer available in 2018, Cost 
Segregation can be used in tax year 2017 to generate 2-year net operating loss 
carryback. 

CBIZ & MHM

Summary
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?
QUESTIONS
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If You Enjoyed This Webcast…

Upcoming Courses:
• 2/1: Financial Reporting Impact of Tax Cuts and Jobs Act
• 2/7: Tax Reform and the Effect on the Construction Industry
• 2/8: Eye on Washington: Quarterly Business Tax Update

Recent Publications:
• 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

http://www.mhmcpa.com/Resources/Webinars/2018/Financial-Reporting-Impact-of-Tax-Cuts-and-Job-Acts-Feb-1.aspx
http://www.mhmcpa.com/Resources/Webinars/2018/Tax-Reform-and-the-Effect-on-the-Construction-Industry-Feb-7.aspx
http://www.mhmcpa.com/Resources/Webinars/2018/Eye-on-Washington-Quarterly-Business-Tax-Update-Feb-8.aspx
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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