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The Internal Revenue Service issued proposed regulations on August 8, 2018 related to the new Section 199A
Deduction, also known as the Qualified Business Income Deduction (QBI). Available for the first time in 2018,
the 20% deduction would be available to certain flow-through business owners and self-employed individuals
to apply against their qualified business income.
When the Tax Cuts and Jobs Act was signed in December 2017, brokerage services were included as
“Specified Services”, which were ineligible for the 20% QBI deduction. Although brokerage services were not
defined at that time, it was unclear whether they included insurance brokers, real estate brokers or freight
brokers, among others.
The proposed regulations clarify that only security brokers are “Specified Services” and excluded from the QBI
deduction. The introduction to the proposed regulation states:

Proposed §1.199A-5(b)(2)(x) uses the ordinary meaning of “brokerage services” and providesthat the field of
brokerage services includes services in which a person arranges transactions between a buyer and a seller with
respect to securities (as defined in section 475(c)(2)) for a commission or fee. This includes services provided by
stock brokers and other similar professionals, but does not include services provided by real estate agents and
brokers, or insurance agents and brokers.
We will continue to analyze the proposed regulations and provide more guidance. If you have any questions,
please contact a Schneider Downs Tax Advisor.

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.
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