Tax Reform Impact on S Corporations and Partnerships

Taple of Contents

TCJA and CARES ACt ... sssssssssssssssssssnnnnns 1
Qualified business income deducCtion .........cccoccieiiiiiiieee e 1
Qualified trade Or DUSINESS ......ccoiuiiiieeciee s 2
Qualified bUSINESS INCOME........oiiiiiiiiee s 9
W-2 wages/qualified property limit.......cccoeeeeiiiiiienniiieiieeeee e 10
Reporting requiremMents ........coooiiiiiiiiiiiiiiiiieeeeeeeeeeeeeeeee e 12
DePreciation........ooo e 13
SECHON 179 e 14
Bonus depreciation ...t 14
Qualified improvement Property ........cccceeeeeccceeeeeeeeeeeseceereeee e e e 20
] (=T o (0] o 1= Y PRSPPI 23
Accounting MEtNOAS. ......uiiiiiiiieeee e 23
101V 7= g1 (o] YU 25
UNICAP ..ttt et s ne e e ne e e s ne e e nee s 25
Change method of accounting .........cccceevieiiiiiiiiie e 26
Business interest expense limitation ... 26
Small business taxpayer exemption ........ccooeeeiieeiieiiee e 28
Excepted DUSINESSES ...coiiiiiiiiiiiiiiiiiiiieeeeeeeee ettt 28
Partnerships and S corporations .........ccceeeeviiiiiiiiiiiiieiiieeeeeeeee e 30
Like-Kind @XChanges.........ueeiiiiiiiiieie e 38
Relief for BBA partnerships
filing amended retUrNS .......oouuuecii e e eeees 39
Net operating [0SSES ....covuuuiiiei e 39
Excess business 10SS liMit ..o 40

Vi © NATP



Tax Reform Impact on S Corporations and Partnerships

o= 1 1 L= g 1T o 1 45
Types Of PartNerships .....couuuuuciii e e eeees 45
General PartNership ......ece e 45
Limited partnership .........ccooi i e 46
Limited liability partnership .......ccouuveciee e, 46
Limited liability company ........ccoooiiiiiie e 46
Advantages and disadvantages .......ccuuiieeiiiiiiiiiiicr e 47
Taxation of PartNerships ........ccooo e 48
BaSIS it 49
INSIAE DASIS ... 49
OUESIE DASIS ....eeeeeiceiee e 50
Theories of partnership taxation.............ceeeiiiiiiiiicccc e, 56
IRS SCIULINY ...ttt e e e e e e e 58
Partnership audits ... e 59
Pre-TEFRA ..ot 59
TEFRA Of 1982..... it 60
Bipartisan Budget Act of 2015......ooeooii e 62
Completing FOrm 1065 ..........uiiiiiieii e 71
[ 1= Y=To 1o Vo F TR 71
INCOME .. e e e 72
DeAUCTIONS ... 74
Schedule B — Other Information...........cceeeeiiiiiiiie e 78
Schedule L — Balance Sheets per BoOKS........ccccvveiiiiiiieieeniieiceee 81
Schedule M-1 — Book to Tax Reconciliation...........ccccoeeieeeiiiiieeecnnee 85
Schedules K and K-1 ... 87
Analysis of Net Income (LOSS)......cccoeveeiieeiiiieeeeee, 96
Completing the return ..o 97
Comprehensive eXampPle ......coccueeiiieiee e 98

© NATP Vii



Tax Reform Impact on S Corporations and Partnerships

S Corporations ........ccccoiiiiiininmmmmmnnnnnssssssss s ————————————— 117
S lECHION e 117
L L S ettt ettt ettt ettt n e e e e e e n e e e e n e e nne e e enreeenns 119
Late S €leCtioN ........eeiiiiiee e 120
Taxation of S COrporations.........c.eeeeviiiiiiicii e 120
AQVANTAGES ..ciiiiiiiei i aaerrnan 121
Limited ability .....ooooeee e 121
Centralized management.........oocuiiiiieiiieeceeeee e 121
Free transferability of interest .........ccoooiiiiiiiicii e, 122
CoNtiNUOUS lIfe ....eeeeiiieee e 122
EMPIloyee Status ....cooveeueiiiei e 122

NO double taXation...........ccccuriirreiiiiii e 122
Property distributions.........coooeriiiiiicee e 123
0TS RO 123
Charitable contributions. ... 132
Investment interest deducCtion ...........cccvveeiiiiiiiicii e 133
DiSadVvantages .....ceeiii e e e eeen 133
Professional fEeS.......ouuv i 133
EMPIloyee Status ....cooveeuecii it 134
EMPIloyment 1aXes ..oouueuuciie i 134
LOSS Of CONTION ... e 134
Fringe Denefits ... 135
BUIlt-iN gaINS 1AX .eiiiiiiiiiiiiiiiiieiiieieeeeeee et 135
Passive aCtiVItieS......cuuui i 142
Last-in, first-out recapture tax .......cccooovvviiiiiiiiciii e, 142
L= VG- 143
Pass-through ITemMS........cooeeieeee e 143

viii © NATP



Tax Reform Impact on S Corporations and Partnerships

Completing FOrm 1120-S ......oooiiiiieee e 143
L= VY= T RSP 143
Accounting MethOdS.......uuciii i 149
[ [Y= T 1] T SRS 150
INCOME . 151
DEAUCTIONS ... 153
Tax and PAYMENTS ...cceiieiiiiee e e eeeeees 155
Schedule B — Other Information...........cccceoieiieiiiiiieeeeeeee 156
Schedule K — Shareholders’ Pro Rata Share ltems .........ccccoccveeenes 158
Schedule L — Balance Sheets per BoOKsS.........ccvviiiiiiiiiiieenieiiees 162
Schedule M-1 — Book to Tax Reconciliation...........ccccevieeiiiiineennnes 165
Schedule M-2 — AAA, PTI, AE&P, OAA ... 168
Stock basis, Schedule M-2 and Schedule L........c..coooveiveeeiiienneereenen. 173
Completing the return ... 175
Comprehensive eXampPle .......ooceuiiiieieee e 176

/Y o o 1= 5 T [ 196

© NATP iX



	6226(a)(1)
	TCODE:32469.1
	6226(a)(2)
	TCODE:32470.1
	6226(a)(3)
	TCODE:32471.1
	TCODE:32452.3-1
	6224(c)(3)(A)(i)
	TCODE:32452.4
	6224(c)(3)(A)(ii)
	TCODE:32452.5
	SRCREF403:192-403:190-46
	TRCON:515682.130
	SRCREF403:192-403:190-50
	_Hlk7174749
	_Hlk518039986
	_Hlk7527687
	_Hlk7416242
	_Hlk7526940
	_Hlk11303583
	_Hlk524010846
	_Hlk524011150
	_Hlk39226003
	_Hlk516135923
	_Ref387829539

