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Howard J. Bookbinder, CPA
Owner

Howard J. Bookbinder, CPA

Howard J. Bookbinder, CPA, practices in Fair Lawn, New Jersey, and is a former instructor of accounting and taxation at
Rutgers University. Additionally, he frequently lectures on federal tax updates, payroll tax issues, ethics and Circular 230.
Mr. Bookbinder has addressed many professional, civic and community groups in New Jersey, Ohio, New York, Alabama
and Georgia, including the American Society of Women Accountants, Mended Hearts, Bergen County Bar Association,
Rotary Clubs, Lions Clubs, AARP, The Telephone Pioneers and NCCPAP. He has also lectured to firms on an in-house
basis in the area of professional ethics and taxation. Mr. Bookbinder is a frequent lecturer at many tax seminars
sponsored by the New Jersey Society of CPAs, the AICPA, Kean University, Rowan University and the Internal Revenue
Service. He served as chairman of the Cooperation with the Internal Revenue Service for four years and is a current
member of the New Jersey State Tax Committee. He has been involved with the Internal Revenue Service symposiums
for IRS employees and tax practitioners for the past several years. He is a past president of the Bergen Chapter of the
New Jersey Society of CPAs and a past trustee of the New Jersey Society of CPAs. He is a contributing author for
the Bergen Record’s Tax Mailbag column, and has appeared on the cable TV program of the same name. Mr.
Bookbinder is the author of Write-up Services for Small Businesses, a book published by the AICPA. Mr. Bookbinder is a
graduate of Pace University and has attended the American Institute of Banking.
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Tax Cut and Jobs Act
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• Client changes to implement new law
• IRS Implementation (new regulations, 

forms, and instructions)
• State Revenue Department 

implementation
• Software vendor implementation
• Client expectations
• Engagement letters
• Use of terms “suspended", "repealed”, 

and “permanent”
• Local discussion/roundtable groups

Considerations
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Individual Provisions
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Schreiber & Schreiber

Certified Public Accountants

Single Married Filing Joint Married Filing Separate Head of Household

10%(Not over $9,525) 10%(Not over $19,050) 10%(Not over $9,525) 10%(Not over 
$13,600)

12%(Over $9,525 but not 
over $38,700

12%(Over $19,050 but 
not over $77,400)

12%(Over $9,525 but 
not over $38,700)

12%(Over $13,600 but 
not over $51,800)

22%(Over $38,700 but 
not over $82,500)

22%(Over $77,400 but 
not over $165,000)

22%(Over $38,700 but 
not over $82,500)

22%(Over $51,800 but 
not over $82,500)

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

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

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

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

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

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

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

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

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

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

35%(Over $200,000 but 
not over $300,000)

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

37%(Over $500,000) 37%(Over $600,000) 37%(Over $300,000) 37%(Over $500,000

New Rates
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Taxable income attributable to net unearned 
income of children is taxed according to 
brackets applicable to trusts and estates, with 
respect to both ordinary income and income 
taxed at preferential rates. Thus, the child’s tax 
is unaffected by tax situation of parents and 
siblings.

Estates and Trusts
Not over $2,550 10%
Over $2,550 but not over $9,150 $255 plus 24% of the excess over $2,550
Over $9,150 but not over $12,500 $1,839 plus 35% of the excess over $9,150
Over $12,500 $3,011.50 plus 37% of the excess over $12,500

Kiddie Tax
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• Standard deduction for individuals increased 
to $24,000 married filing joint, $18,000 head 
of household, and $12,000 for all other 
individuals. Additional standard deduction for 
elderly and blind not changed.

• Personal exemption “suspended”
• Alternate inflation adjustment-indexing after 

2017 is “permanent”

Combined Standard Deduction/Exemptions
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Enhancement of Child Tax Credit and New Family Tax Credit

• The child tax credit is increased to $2,000 per qualifying child. The credit is 
further modified to temporarily provide for a $500 nonrefundable credit 
for qualifying dependents other than qualifying children. 

• The provision generally retains the present-law definition of dependent.
• The maximum amount refundable may not exceed $1,400 per qualifying 

child. Additionally, in order to receive the child tax credit (i.e., both the 
refundable and non-refundable portion), a taxpayer must include a Social 
Security number for each qualifying child for whom the credit is claimed on 
the tax return. For these purposes, a Social Security number must be issued 
before the due date for the filing of the return for the filing of the return for 
the taxable year. This requirement does not apply to a nonchild 
dependent for whom the $500 non-refundable credit is claimed. Further, 
the conference agreement retains the present-law age limit for a 
qualifying child.
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Enhancement of Child Tax Credit and New Family Tax Credit-Continued

• A qualifying child is an individual who has not attained age 17 during the 
taxable year.

• The conference agreement modifies the adjusted gross income phaseout 
thresholds. Under the conference agreement, the credit begins to phase 
out for taxpayers with adjusted gross income in excess of $400,000 (in the 
case of married taxpayers filing a joint return) and $200,000 (for all other 
taxpayers). These phaseout thresholds are not indexed for inflation.
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For taxable years beginning after December 31, 2017 and 
before January 1, 2026, excess business losses of a 
taxpayer other than a corporation are not allowed for the 
taxable year. Such losses are carried forward and treated 
as part of the taxpayer’s net operating loss (“NOL”) 
carryforward in subsequent taxable years. Under the bill, 
NOL carryovers generally are allowed for a taxable year 
up to the lesser of the carryover amount or 80 percent 
(80 percent for taxable years beginning after December 
31, 2022) of taxable income determined without regard 
to the deduction for NOLs.

Limitation on Losses for Taxpayers other than 
Corporations
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An excess business loss for the taxable year is the 
excess of aggregate deductions of the taxpayer 
attributable to trades or businesses of the taxpayer 
(determined without regard to the limitation of the 
provision), over the sum of aggregate gross income 
or gain of the taxpayer plus a threshold amount. 
The threshold amount for a taxable year is 
$250,000 (or twice the otherwise applicable 
threshold amount in the case of a joint return). The 
threshold amount is indexed for inflation.

Limitation on Losses for Taxpayers other than 
Corporations-Continued
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In the case of a partnership or S corporation, the provision applies at the 
partner or shareholder level. Each partner’s distributive share and each S 
corporation shareholder’s pro rata share of items of income, gain, deduction, 
or loss of the partnership or S corporation are taken into account in applying 
the limitation under the provision for the taxable year of the partner or S 
corporation shareholder. Regulatory authority is provided to apply the 
provision to any other passthrough entity to the extent necessary to carry 
out the provision. Regulatory authority is also provided to require any 
additional reporting as the Secretary determines is appropriate to carry out 
the purposes of the provision.

The provision applies after the application of the 
passive loss rules.

Limitation on Losses for Taxpayers other than 
Corporations-Continued



14

Thus, excess business losses not allowed are carried forward and treated as part of 
the taxpayer’s net operating loss (“NOL”) carryforward in subsequent taxable years as 
determined under the NOL rules provided under the conference agreement.
An "excess business loss" is the excess, if any, of:
the taxpayer’s aggregate deductions for the tax year from the taxpayer’s trades or 
businesses, determined without regard to whether or not such deductions are 
disallowed for such tax year under the excess business loss limitation; over
the sum of: 

– the taxpayer’s aggregate gross income or gain for the tax year from such 
trades or businesses, plus

– $250,000, adjusted annually for inflation (200 percent of the $250,000 
amount in the case of a joint return) (Code Sec. 461(l)(3)(A), as added by the 
2017 Tax Cuts Act).

Limitation on Losses for Taxpayers other than 
Corporations-Continued
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Example-Taxpayer has $1.5 million of gross 
income and $1.9 million of deductions from a 
retail business that is not a passive activity. His 
excess business loss is $150,000 ($1,900,000 − 
($1,500,000 + $250,000)). Taxpayer must treat 
his excess business loss of $150,000 as an NOL 
carryover to 2019.

Limitation on Losses for Taxpayers other than 
Corporations-Continued
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The exclusion of student loan discharges from gross income is modified, by 
including within the exclusion certain discharges on account of death or 
disability. Loans eligible for the exclusion under the provision are loans made 
by (1) the United States (or an instrumentality or agency thereof), (2) a State 
(or any political subdivision thereof), (3) certain tax-exempt public benefit 
corporations that control a State, county, or municipal hospital and whose 
employees have been deemed to be public employees under State law, (4) an 
educational organization that originally received the funds from which the 
loan was made from the United States, a State, or a tax-exempt public 
benefit corporation, or (5) private education loans (for this purpose, private 
education loan is defined in section 140(7) of the Consumer Protection Act).
Under the provision, the discharge of a loan as described above is excluded 
from gross income if the discharge was pursuant to the death or total and 
permanent disability of the student.

Reforms to Discharge of Certain Student Loan 
Indebtedness
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The Act allows for amounts from qualified tuition 
programs (also known as 529 accounts) to be rolled 
over to an ABLE account without penalty, provided
that the ABLE account is owned by the designated 
beneficiary of that 529 account, or a member of 
such designated beneficiary's family. Such rolled-
over amounts count towards the overall limitation 
on amounts that can be contributed to an ABLE 
account within a taxable year. Any amount rolled 
over that is in excess of this limitation shall be 
includible in the gross income of the distribute in a 
manner provided by section 72.

Rollovers between Qualified Tuition Programs 
and Qualified ABLE Programs 
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Repealed

Overall Limitation on Itemized Deductions
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Home Mortgage Interest
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In the case of taxable years beginning after December 31, 2017, and 
beginning before January 1, 2026, a taxpayer may treat no more than 
$750,000 as acquisition indebtedness ($375,000 in the case of married 
taxpayers filing separately). In the case of acquisition indebtedness incurred 
before December 15, 2017 this limitation is $1,000,000 ($500,000 in the case 
of married taxpayers filing separately). For taxable years beginning after 
December 31, 2025, a taxpayer may treat up to 1,000,000($500,000 in the 
case of married taxpayers filing separately) of indebtedness as acquisition 
indebtedness, regardless of when the indebtedness was incurred. The 
deduction for interest on home equity indebtedness is suspended. Thus, for 
taxable years beginning after December 31, 2017, a taxpayer may not claim a 
deduction for interest on home equity indebtedness. The suspension ends 
for taxable years beginning after December 31, 2025.

Home Mortgage Interest



21

Acquisition Indebtedness Before December 15, 2017
Limitation is $1,000,000 ($500,000 Married Filing 
Separately)
Acquisition Indebtedness-Taxable years 2018-2025
$750,000 ($375,000 Married Filing Separately)

Taxable years 2018-2025
Taxpayer may not claim a deduction for home equity 
indebtedness

Home Mortgage Interest-Continued
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• Only allowed on Schedule C, E, or F on an 
individual return

• Exception-a taxpayer may claim an itemized 
deduction up to $10,000 ($5,000 married 
filing separately) for:
• State and local property tax not paid in a 

trade or business, and
• State and local income tax or sales tax in lieu 

o income tax
• Effective 2018-2025

Taxes Paid Not in a Trade or Business
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A taxpayer may claim a personal casualty loss 
only if such loss was attributable to a disaster 
declared by the President under section 401 of 
the Robert T. Stafford Disaster Relief and 
Emergency Assistance Act.

Personal Casualty Losses
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The scope of “losses from wagering transactions” as that term is used 
in section 165(d) is clarified. Under the provision, this term includes 
any deduction otherwise allowable under chapter 1 of the Code 
incurred in carrying on any wagering transaction.
The provision is intended to clarify that the limitation on losses from 
wagering transactions applies not only to the actual costs of wagers 
incurred by an individual, but to other expenses incurred by the 
individual in connection with the conduct of that individual’s gambling 
activity.
The provision clarifies an individual’s otherwise deductible expenses in 
traveling to or from a casino are subject to the limitation under 
section 165(d).

Limitation on Wagering Losses
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Modifications to the present-law charitable 
contribution rules:
(1) the increase in the percentage limit to 60 
percent for charitable contributions of cash to 
public charities;
(2) the denial of a charitable deduction for 
payments made in exchange for college athletic 
event seating rights; and
(3) the repeal of the substantiation exception for 
certain contributions reported by the done 
organization.

Charitable Contributions Deduction
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Suspended

Repeal of Certain Miscellaneous Itemized 
Deductions Subject to the Two-Percent Floor
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Taxable years 2017 and 2018
Threshold is 7.5 percent for all taxpayers

Medical Expense Deduction
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Effective for any divorce or separation instrument 
executed after December 31, 2018, or for any 
divorce or separation instrument executed on or 
before December 31, 2018, and modified after that 
date, if the modification expressly provides that the 
amendments made by this section apply to such 
modification.
Alimony and separate maintenance payments are 
not deductible by the payor spouse. The Code 
provisions that specify that alimony and separate 
maintenance payments are included in income are 
repealed.
The treatment of child support is not changed.

Alimony Payments
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Deduction for moving expenses for 2018-2025 is 
“suspended.”
Exception- the provision retains the deduction for 
moving expenses and the rules providing for 
exclusions of amounts attributable to in-kind 
moving and storage expenses (and reimbursements 
or allowances for these expenses) for members of 
the Armed Forces (or their spouse or dependents) 
on active duty that move pursuant to a military 
order and incident to a permanent change of 
station.

Moving Expenses Deduction
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Present law above the line deduction and limit 
for certain expenses of eligible educators are 
retained.

Deduction for Performing Artists and Certain Officials
Modification of Deduction for Educator Expenses
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The exclusion from gross income and wages for 
qualified bicycle commuting reimbursements is 
“suspended.”

Qualified Bicycle Commuting Reimbursement
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Repeals the special rule that allows IRA 
contributions to one type of IRA (either 
traditional or Roth) to be recharacterized as a 
contribution to the other type of IRA. 
Thus, for example, under the provision, a 
conversion contribution establishing a Roth IRA 
during a taxable year can no longer be 
recharacterized as a contribution to a traditional 
IRA (thereby unwinding the conversion).

Repeal of Special Rule Permitting 
Recharacterization of IRA Contributions
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The period during which a qualified plan loan 
offset amount may be contributed to an eligible 
retirement plan as a rollover contribution is 
extended from 60 days after the date of the 
offset to the due date (including extensions) for 
filing the Federal income tax
return for the taxable year in which the plan 
loan offset occurs, that is, the taxable year in 
which the amount is treated as distributed from 
the plan.

Extended Rollover Period for the Rollover of Plan 
Loan Offset Amounts in Certain Cases
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Increases the aggregate amount of length of 
service awards that may accrue for a bona fide 
volunteer with respect to any year of service to 
$6,000 and adjusts that amount in $500 
increments to reflect changes in cost-of-living 
for years after the first year the provision is 
effective.

Modification of Rules Applicable to Length of Service Award 
Programs for Bona Fide Public Safety Volunteers
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Taxable years 2018-2025- the AMT exemption 
amount is increased to $109,400 for married 
taxpayers filing a joint return (half this amount 
for married taxpayers filing a separate return), 
and $70,300 for all other taxpayers (other than 
estates and trusts). The phaseout thresholds are 
increased to $1,000,000 for married taxpayers 
filing a joint return, and $500,000 for all other 
taxpayers (other than estates and trusts).
These amounts are indexed for inflation.

Individual Alternative Minimum Tax
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The amount of the individual 
responsibility payment, enacted as 
part of the Affordable Care Act is 
reduced to zero.

Elimination of Shared Responsibility Payment for Individuals
Failing to Maintain Minimal Essential Coverage
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Repeals the exclusion from gross income and wages for 
qualified moving expense reimbursements except in 
the case of a member of the Armed Forces of the 
United States on active duty who moves pursuant to a 
military order.

Exclusion for Qualified Moving Expense 
Reimbursement
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Qualified Business Income
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New Code Section 199A

Code Section 199 (Domestic Activities 
Deduction) Repealed

Deduction from Taxable Income
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• Deduction from Taxable Income
• Basic formula-Beginning in 2018, you can deduct, the LESSER of:

1. 20 percent of Qualified Business Income from trade or 
business or

2. The W-2 Wages/Qualified Property Limit which is the greater
of:

o 50 percent of W-2 wages of the business, or
o 25 percent of W-2 wages of the business plus 2.5 percent of 

the unadjusted basis of all qualified property

Terms
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Section 199A(c)- ordinary income less ordinary 
deductions, not including and wages taxpayer earns as an 
employee. The qualified business income of a qualified 
trade or business carried on by a taxpayer for a tax year is 
the net amount of the business’s qualified items of 
income, gain, deduction, and loss (Code Sec. 199A(c)(1), 
as added by the 2017 Tax Cuts Act). Items of income, 
gain, deduction, and loss are qualified to the extent they 
are effectively connected with the conduct of a trade or 
business within the United States, and are included or 
allowed in determining taxable income for the tax year 
(Code Sec. 199A(c)(3)(A), as added by the 2017 Tax Cuts 
Act).

Qualified Business Income 



43

• QBI does not include:
o Short term capital gain or loss
o Long term capital gain or loss
o Dividend income
o Interest income

• W-2 wages-wages paid to employee including deferrals 
into 401(k) or other deferred compensation and have 
to be recorded on payroll tax return(941).

• The W-2 Wages/Qualified Property Limit does not 
apply if the taxpayer’s taxable income for the tax year 
is equal to or less that a $157,500 threshold($315,000 
MFJ).

Terms-Continued
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• "Qualified Property" defined in Section 199A(b)(6)(A) as any 
tangible property, subject to depreciation (meaning inventory 
doesn't count), which is held by the business at the end of the year 
and is used -- at ANY point in the year -- in the production of QBI.

• Qualified Trade or Business-A taxpayer can claim the Code Sec. 
199A deduction for income from many types of trades or 
businesses carried on by the taxpayer, but not for certain specified 
service trades or businesses (with exceptions). Also, performing 
services as an employee is not a qualified trade or business (Code 
Sec. 199A(d)(1), as added by the 2017 Tax Cuts Act).

• Qualified trade or business v. Code Section 162 trade or business(Is 
Schedule E rentals included?)

Terms-Continued
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A specified service trade or business is any trade or business—
• that involves the performance of services in the fields of accounting, actuarial 

science, athletics, brokerage services, consulting, financial services, health, law, or 
the performing arts;

• that involves the performance of services consisting of investing and investment 
management, trading, or dealing in securities, partnership interests, or 
commodities; or

• whose principal asset is the reputation or skill of one or more of its employees or 
owners (Code Sec. 199A(d)(2), as added by the 2017 Tax Cuts Act)

• architecture and engineering are not specified service trades or businesses, and 
so can be qualified trades or businesses for Code Sec. 199A purposes if they 
otherwise qualify. Further, for guidance on the types of activities that qualify as 
services in the fields of health, the performing arts, and consulting, the 
Conference Committee referred to guidance in the rules for determining whether 
a qualified personal service corporation may use the cash method of accounting

Specified Service Trade or Business
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A taxpayer carrying on a specified service trade or 
business can claim a modified qualified business 
deduction, however, if his or her taxable income for 
the tax year is less than—
• $415,000 for taxpayers filing a joint return 

($315,000 threshold amount + $100,000); or
• $207,500 for all other taxpayers ($157,500 

threshold amount + $50,000) (Code Sec. 
199A(d)(3)(A) and (e)(2), as added by the 2017 
Tax Cuts Act).

Specified Service Trade or Business-Continued
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Trusts and estates are eligible for the 
Code Sec. 199A deduction.

Trusts and Estates
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Tax Cuts and Jobs Act – Pass-Through Entity Provisions
Qualified Business Income Deduction

Summary Table for QBI Deduction– Non-Service Businesses
Taxable Income is less than the 
threshold amount ($157,500 
(S) or $315,000 (MFJ))

QBI Deduction = QBI * 20% No Phase Out; W2 and Qualified 
Property Limitation does not apply

Taxable Income is between: 
$157,500-$207,500 (S) or 
$315,000 - $415,000 (MFJ)

QBI Deduction = QBI * 20%, reduced by 
the phase-out

Phase-out Percentage = 
S (Taxable Income – 157,500)/50,000
MFJ (Taxable Income –
315,000)/100,000

Phase-out percentage applied to (QBI 
* 20%) – (Greater of: 50% of Wages 
or ((25% of Wages) + 2.5% of 
Qualified Property)

Taxable Income In Excess of 
$207,500 (S) or $415,000 (MFJ)

QBI Deduction = Lesser of: 
QBI * 20% or the W2/Qualified Property 
Limitation

No Phase-Out

Prepared by Marilyn Young, PhD, CPA
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Example 1 – Determining the QBI Deduction
A married couple has taxable income before the 
QBI deduction of $300,000 (less than the MFJ 
threshold). One spouse operates a non-service sole 
proprietorship that reported QBI of $75,000. The 
business paid no wages and has no qualified 
property.  QBI Deduction is $15,000 ($75,000*.20). 

Tax Cuts and Jobs Act – Pass-Through Entity Provisions
Qualified Business Income Deduction

Prepared by Marilyn Young, PhD, CPA
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Example 2 – Determining the QBI Deduction
A married couple has taxable income of $345,000 
(greater than the threshold for MFJ taxpayers). One 
spouse operates a non-service sole proprietorship that 
reported QBI of $75,000. The business paid no wages and 
has no qualified property.  Twenty percent of QBI is 
$15,000 ($75,000*.20), but this amount is subject to a 
phase-out.  The phase-out is: (Taxable Income –
Threshold Amount)/$100,000, or 30% (($345,000-
315,000)/$100,000).  Therefore, the QBI deduction is 
$10,500 ($15,000 * (1-.30)).  

Tax Cuts and Jobs Act – Pass-Through Entity Provisions
Qualified Business Income Deduction

Prepared by Marilyn Young, PhD, CPA
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Tax Cuts and Jobs Act – Pass-Through Entity Provisions
Qualified Business Income Deduction

Summary Table for QBI Deduction – Service Businesses

Taxable Income is less than the 
threshold amount ($157,500 
(S) or $315,000 (MFJ))

QBI Deduction = QBI * 20% No Phase Out; W2 and Qualified 
Property Limitation does not apply

Taxable Income is between: 
$157,500-$207,500 (S) or 
$315,000 - $415,000 (MFJ)

QBI Deduction = The lesser 
of: 
a) QBI * 20%, reduced by 

the phase-out or
b) W2/Qualified Property 

Limitation with each 
element reduced by 
the phase-out

Phase-out Percentage = 
S (Taxable Income – 157,500)/50,000
MFJ (Taxable Income –
315,000)/100,000

Taxable Income In Excess of 
$207,500 (S) or $415,000 (MFJ)

No QBI Deduction No Phase-Out

Prepared by Marilyn Young, PhD, CPA
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Example 3 – Determining the QBI Deduction with the same facts as 
Example 2, but with wages
A married couple has taxable income of $345,000 (greater than the 
threshold for MFJ taxpayers). One spouse operates a non-service sole 
proprietorship that reported QBI of $75,000. The business paid 
$20,000 wages and has no qualified property.  Twenty percent of QBI 
is $15,000 ($75,000*.20) and 50% of wages is $10,000. The phase-out 
is (Taxable Income – Threshold Amount)/$100,000, or 30% 
(($345,000-315,000)/$100,000) applied to $5,000 ($15,000 - $10,000).  
Therefore, the phase-out is $1,500 (30% * 5,000) and the QBI 
deduction is $13,500 ($15,000 – 1,500).  

Tax Cuts and Jobs Act – Pass-Through Entity Provisions
Qualified Business Income Deduction

Prepared by Marilyn Young, PhD, CPA
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Example 4 – Examples 2 and 3 with Taxable Income of $450,000
A married couple has taxable income of $450,000 (greater than the 
threshold for MFJ taxpayers and in excess of full-phase-out mark). One 
spouse operates a non-service sole proprietorship that reported QBI 
of $75,000. 
Example 2 Facts: If the business paid no wages and has no qualified 
property, then QBI deduction would be zero. 
Example 3 Facts: If the business paid $20,000 wages and has no 
qualified property, then the QBI deduction is 50% of wages or $10,000 
(lesser of 20% of QBI or the W2/Qualified Property Limitation).

Tax Cuts and Jobs Act – Pass-Through Entity Provisions
Qualified Business Income Deduction

Prepared by Marilyn Young, PhD, CPA
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Example 5 – Determining the QBI Deduction for Service 
Business
A single taxpayer operates a law practice as a sole 
proprietorship and has taxable income of $140,000 (less 
than the threshold for single taxpayers). The practice has 
no employees and no qualified property. If the QBI of the 
law practice is $80,000, then the QBI deduction is 
$16,000 (20% of QBI). 

Note: If the taxpayer had a taxable income of greater 
than $207,500, then the QBI deduction would be zero.

Tax Cuts and Jobs Act – Pass-Through Entity Provisions
Qualified Business Income Deduction

Prepared by Marilyn Young, PhD, CPA
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Example 6 – Same facts as Example 5, but taxable income 
is $187,500. 
A single taxpayer operates a law practice as a sole 
proprietorship and has taxable income of $187,500 
(greater than the threshold for single taxpayers). The law 
practice has no employees or qualified property. The QBI 
of the law practice is $80,000.  The QBI deduction is 
$16,000 reduced by the phase-out, where the phase-out 
percentage is $187,500-$157,500/$50,000 or 60%.  The 
QBI deduction after phase-out is the lesser of: a) $16,000 
(1-.60) = $6,400, or b) (50% * $0 wages) *(1-.60) = $0.  
The QBI deduction is $0. 

Tax Cuts and Jobs Act – Pass-Through Entity Provisions
Qualified Business Income Deduction

Prepared by Marilyn Young, PhD, CPA
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Example 7 – Same facts as Example 5, but taxable income is $187,500 
and the practice paid wages of $50,000
A single taxpayer operates a law practice as a sole proprietorship and 
has taxable income of $187,500 (greater than the threshold for single 
taxpayers). The law practice paid employees $50,000 in wages and has 
no qualified property. The QBI of the law practice is $80,000.  The QBI 
deduction is $16,000 reduced by the phase-out, where the phase-out 
percentage is $187,500-$157,500/$50,000 or 60%.  The QBI deduction 
after phase-out is the lesser of: a) $16,000 (1-.60) = $6,400, or b) (50% 
* $50,000 *(1-.60) = $10,000.  The QBI deduction is $6,400. 

Tax Cuts and Jobs Act – Pass-Through Entity Provisions
Qualified Business Income Deduction

Prepared by Marilyn Young, PhD, CPA
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Thank You For Attending!

Howard Bookbinder, CPA
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