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One of the most impactful changes resulting from 2017’s Tax Cuts and Jobs Act was the introduction of the
deduction for qualified business income established under Internal Revenue Code section 199A. This
deduction allows non-corporate taxpayers to potentially exclude from taxable income up to 20% of amounts
deemed to be “qualified business income.” The deduction can be limited to the greater of 50% of W-2 wages
paid by the business or the sum of 25% of W-2 wages paid by the business plus 2.5% of the business’s
unadjusted basis immediately after acquisition of all qualified property (UBIA).
There’s been extensive discussion surrounding the calculation of what is included as “qualified business
income,” and its limitations. One important distinction that must be made is what is considered “qualified
property” under IRC section 199A when calculating UBIA. Qualified property is generally any tangible property
that is used in the trade or business and for which a depreciation deduction can be claimed. Further, the IRS
specifies that the property must be held and available for use at the end of the taxable year, used at any point
during the year in the production of qualified income, and must meet the new UBIA depreciable period.
With respect to oil and natural gas producers, these qualifications may limit what assets are considered
qualified property. Tangible assets, such as well equipment, drilling rigs and vehicles, are considered qualified
property. However, leasehold costs, capitalized geological and geophysical expenditures and generally
intangible drilling costs will not be considered qualified property, and could limit the 199A deduction a
taxpayer is permitted to claim.
The deduction for qualified business income has presented a significant tax savings opportunity for noncorporate taxpayers. However, the application has many complex limitations, such as UBIA. To learn more
about 199A deductions and the limitations that may apply to your business, contact a Schneider Downs tax
advisor.
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You’ve heard our thoughts… We’d like to hear yours
The Schneider Downs Our Thoughts On blog exists to create a dialogue on issues that are important to organizations and

individuals. While we enjoy sharing our ideas and insights, we’re especially interested in what you may have to say. If you
have a question or a comment about this article – or any article from the Our Thoughts On blog – we hope you’ll share it
with us. After all, a dialogue is an exchange of ideas, and we’d like to hear from you. Email us at
contactSD@schneiderdowns.com.
Material discussed is meant for informational purposes only, and it is not to be construed as investment, tax, or legal advice.
Please note that individual situations can vary. Therefore, this information should be relied upon when coordinated with
individual professional advice.
© 2019 Schneider Downs. All rights-reserved. All content on this site is property of Schneider Downs unless otherwise noted
and should not be used without written permission.
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The Stages of Wealth
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Although everyone’s situation is different, most people will go through various stages of wealth
development throughout their lifetime. Over the ...

READ MORE

MOST POPULAR
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The general rule under Internal Revenue Code §451 is that an item of income shall be included in gross
income for the taxable year or receipt unless ...
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Have a question? Ask us!
We’d love to hear from you. Drop us a note, and we’ll respond to you as quickly as
possible.
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PITTSBURGH

One PPG Place, Suite 1700
Pittsburgh, PA 15222
contactsd@schneiderdowns.com
p:412.261.3644 f:412.261.4876

COLUMBUS
65 East State Street, Suite 2000
Columbus, OH 43215
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WASHINGTON, D.C.
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Schneider Downs is a Top 60 independent Certified Public Accounting (CPA) firm providing accounting, tax,
audit and business advisory services to public and private companies, not-for-profit organizations and global
companies. We also offer Internal Audit; Technology Consulting; Software Solutions; Personal Financial
Services; Retirement Plan Solutions and Corporate Finance Services. Schneider Downs is the 13th largest
accounting firm in the Mid-Atlantic region and serves individuals and companies in Pennsylvania (PA), Ohio
(OH), West Virginia (WV), New York (NY), Maryland (MD), and additional states in the United States with offices
in Pittsburgh, PA and Columbus, OH.
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