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AMOUNT OF DEDUCTION:3

LESSER OF: (i) 20% of taxpayer’s taxable income less net capital gain; or (ii) 20% of
“qualified business income” (plus 20% of aggregate qualified REIT dividends, coopera-

tive dividends, and income from publicly traded partnerships). IRC §199A(a)–(b).

“Qualified business income” (QBI) means net amount of qualified items of income,
gain, deduction, and loss from each qualified trade or business of taxpayer

(thus, deduction is 20% of each business’s qualified income). IRC §199A(c)(1).

Business must be conducted within the U.S. IRC §199A(c)(3)(A)(i).

QBI does not include specified investment-related income, deductions, or losses.
IRC §199A(c)(3)(B)(i)–(vii).

QBI does not include S corporation shareholder’s reasonable compensation, or
partnership or LLC guaranteed payments, or payments to partners or LLC members

who are not acting as partners or members. IRC §199A(c)(4)(A)–(C).

DOLLAR LIMITS ON DEDUCTION:

If taxable income is not more
than $157,500 for individuals
($315,000 for married couples):

If taxable income is more than $157,500 for individuals
($315,000 for married couples):

No phase out or other limits,
except that the amount of the
deduction cannot exceed the
taxpayer’s taxable income (less

net capital gain).
IRC §199A(a), (b)(3)(A).

Note that if taxable income is
under this threshold, the
exclusion (see opposite) of
income from any “specified

service trade or business” does
not apply.

GREATER OF:
50% of W-2 wages with respect to the qualified business

OR
25% of such W-2 wages PLUS 2.5% of the unadjusted basis4 of tangible
depreciable property that the business uses to produce income (including

real estate and personal property).
IRC §199A(b)(2)(B), (b)(3)(A).

“Qualified business income” does not include income from any “specified
service trade or business.” IRC §199A(d)(1).

“Specified service trade or business” includes any business (i) in the
fields of accounting, health, law, consulting, athletics, financial services,
brokerage services, or (ii) where the principal asset of the business is
the reputation or skill of one or more of its employees, or (iii) involving
services of investing, investment management, securities or commodi-
ties trading or dealing. Note that architecture and engineering services

are carved out of above definition. IRC §199A(d)(2).

Deduction is scaled back as taxable income increases to $207,500
($415,000 for married couples). IRC §199A(b)(3)(B)(i)–(ii).

1 This summary is intended merely as an aid to a general understanding of IRC §199A and is qualified in all respects
by reference to the actual language of IRC §199A.

2 Deduction is available to all taxpayers except corporations. IRC §199A(a).

3 Deduction is available whether or not the taxpayer itemizes deductions. IRC §63(b)(3) as amended.
4 Unadjusted basis is measured immediately after acquisition (essentially original cost), but asset is not counted be-
yond the earlier of: (i) 10 years after acquisition, or (ii) the end of the useful life of the asset for depreciation purposes.
IRC §199A(f)(1)(A)(iii).




