Section 199A

Tax reform lowered the corporate tax rate to a flat rate of 21 percent. In turn, under the new law (under Section
199A), for taxable years beginning after December 31, 2017, taxpayers other than C corporations with taxable
income (before computing the Qualified Business Income (QBI)) at or below the threshold amount, are entitled to
a deduction equal to the lesser of:

1. The combined QBI amount of the taxpayer, or

2. An amount equal to 20 percent of the excess, if any, of the taxable income of the taxpayer for the taxable year
over the net capital gain of the taxpayer for such taxable year.

The combined QBI amount is generally equal to the sum of (A) 20 percent of the taxpayer’s QBI with respect to
each qualified trade or business plus (B) 20 percent of the aggregate amount of the qualified REIT dividends and
qualified publicly traded partnership (PTP) income of the taxpayer for the taxable year. The Section 199A
deduction may reduce a pass-through owner’s maximum individual effective tax rate from 37 percent to 29.6
percent. It is critical to begin evaluating the extent the pass-through owner will be eligible for this deduction.

For further information regarding the Section 199A deduction, please see our 2018 Year-End Tax Planning Letter
for Businesses.



