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Disclaimer

A This presentation is intended to provide general education and no tax advice is intended to be
given.

A Any written tax content and comments contained in this presentation is limited to the matters and
topics specifically discussed and set forth herein. Such content and comments may be based on
current tax statutes, regulations, administrative guidance, and judicial decisions, as well as our
Interpretations thereof, and we have no obligation to update any content, comments, or
Interpretations for retroactive or prospective changes to such authorities.

A All relevant tax authority, applied to your facts and circumstances, should be considered before
taking a tax position. Any contents, comments, or interpretations delivered by us orally or through
this written presentation should not be solely relied upon when taking any tax position.

A Should you have any questions about the content of this presentation, please contact the
presenters.
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Alan Osmolowski, CPA
Tax Partner
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Introduction

ATCJA signed into law in December of 2017
ASweeping and historic tax reform bill

A30 years since last time we had this kind of change
ACorporate tax law driving factor

APassed entirely on party lines

ASenate passed bill using process called reconciliation

AProcess very rushed, regulations to follow

BlumShapiro

Accounting ‘Tax ‘ Business Consulting



Introduction

ASome things simpler (increased standard deduction as an example)
AMany things more complicated (international tax and SALT)

AWont be filing tax return on a post card anytime soon J
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ACorporations

APass-Through Entities
AlIndividual & Wealth-Transfer Provisions

AQuick overview

A International Taxation

A SALT Implication Highlights
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Corporations & Pass-through
Entities



Flow-Through Businesses & C Corporations

AAgenda of items we will cover
A C Corporation Items
A 20% Pass-through Deduction
A Corporate Alternative Minimum Tax
A Other Flow-through Business ltems
A Accounting Methods
A Fixed Assets

A Interest Expense Limitation
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C Corporation Iltems

AC Corp rates reduced to 21% from 35%
AOECD avg rate 24%, Ireland 12%
ACorporate AMT repealed for tax years beginning after 12/31/2017

APrior year minimum tax credit eligible for years beginning after 2017 and
before 2022

A50% of amount not used now refundable

AReduces Dividends Received Deduction
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Pass-Through Entities

A Rather than a reduced tax rate for pass through entities, the Act provides for a new
deduction for certain eligible pass-through businesses

A S-Corporations and partnerships eligible for new 199A deduction
A20%pass-t hr ough deduction for fAqualified busine
A Limitations placed on what is considered QBI, regulations being issued

A Excludes specified service businesses in the fields of health, law, accounting, actuarial
science, performing arts, consulting, athletics, financial services and brokerage services

A Architectural services and engineering services are eligible to be QB

A Most if not all hospitality, food and beverage business, etc. would qualify for this deduction
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Pass-Through Entities

AFor a business to have QBI, It must |
APlanning opportunity relative to commercial rental real estate

ATriple net lease is not an active trade or business, not QBI under existing
guidance, further guidance expected from IRS

APassive rental income would appear not to qualify, may need to revisit
leasing arrangements to have landlord have active role in managing

property
Alf you own a business, very likely taxes reduced
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Qualified Business Income (QBIl) Amount

ALimitations on the 20% 199A deduction based on wages paid and capital
Invested

ALimited to the lower of 20% of QBI or 50% of all W-2 wages (including wages
paid to owners)

AAlternatively can apply capital limitation analysis - 25% of W-2 wages, plus
2. 5% of the unadjusted basis of the en
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Qualified Business Income (QBIl) Amount

A199A deduction does not apply to:
ACapital gains (still 15% or 20% if max bracket)
A1231 gains

Alnterest and dividends (still ordinary income)
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Qualified Business Income (QBIl) Amount

APreviously mentioned limitations not applicable if below threshold based
on adjusted gross income (AGI)

AThreshold amount $315,000 AGI (MFJ)

Alf meet threshold previous limit based on W-2 wages and type of business
rules are not applicable

AApplied at the shareholder and partner level
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Qualified Business Income (QBIl) Amount

AExample of 20% Deduction:
AQBI: $1,000,000
AW-2 wages: $800,000
ADeduction: $200,000
Ai.e. need to have at least $200,000 of wages to avoid limitation

AAIl W-2 wages count
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Qualified Business Income (QBI) ETR

A Comparison of tax rates i S Corporation vs. C Corporation
A New maximum individual tax rate 37%

A 37% less 20% deduction = approximately 30% ETR for S Corporation distributable
Income

A New C Corp rates 21%
A C Corp dividends taxed at 20%, plus NIl of 3.8%
A ETR on C Corp distributed income potential 44.8%
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Qualified Business Income (QBI) ETR

AMany businesses that are currently organized as S Corporations may want
to remain as an S Corporation

ACapital needs, amount distributed as a dividend and potential sale
scenarios need to be considered

ANeed to model out options, projections

AAppears the government was anticipating more S Corps converting to C
Corps

ATrends we are seeing
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Qualified Business Income (QBI) ETR

Alf S election is revoked, two year window to make election regarding
previously taxed undistributed S Corporation income (AAA)

AUnder new law can make election to have C Corporation dividends treated
as paid out pro-rata from AAA and E&P in post S Corp years

ANeed to model out pros and cons of Svs C
A2 year window important

AMany variables to consider
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Other Flow-Through Business Iltems

APartnership technical termination rules repealed (under old law 50%
ownership change resulted in termination)
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Accounting Methods

A Taxpayers with average gross receipts less than $25M
A Average based on prior three years

A Cash method

A Exempt for Accounting for Inventory
A Treat as Materials and Supplies that are not incidental
A Conform to financial accounting treatment

A Exempt from UNICAP

A Completed contract method of long-term contracts

A Changes in accounting method
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Polling question

A How is your business currently organized
A S Corporation
A C Corporation
A LLC / partnership
A Schedule C

A Not sure
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Fixed Assets

A 100% expensing election (bonus depreciation)
A Qualified property placed in service after 9/27/2017 and before 1/1/2023
A Most tangible personal property with MACRS life of 20 years or less
A Percentage expensing decreases after 12/31/2022 to zero at 12/31/2026
A Expanded to include used property

A Luxury auto limits increased

A All qualified improvements given a 15-year recovery period (new definitions)

A Section 179 increased to $1.0m and phase out limit $2.5m
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Interest Expense Limitation

A Limitation is sum of:
A Business Interest Income
A 30% of businessds adjusted taxabl e i ncome
A Floor plan financing (auto dealers)
A Businesses with less than $25M average receipts - Exempt
A Amount disallowed is carried forward
A Adjusted Taxable Income does not include:
A Net operating losses
A Section 199A deduction

A Depreciation, amortization or depletion



Interest Expense Limitation, cont.

AReal Property trades or businesses that use ADS can elect out of the
business interest deduction limitation

ALimitation does not apply to certain regulated public utilities or to certain
electric cooperatives

ALeveraged buy-outs affected, VC and PEG structures greatly affected
AMany VCO6s and PEGs | obbied against th

ANeed to do projection for 2018 to see if the affects you if you have debt
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Other Business Provisions

ANet Operating Losses
A Carryback eliminated, Carryforwards unlimited
A NOL deduction limited to 80% of taxable income
ALi mi tation does not apply to NOLOGs g:c¢
ADPAD repealed
AAmortization of Research and Experimental Expenditures
ALike-Kind Exchanges of Real Property
A Only real property eligible
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Other Business Provisions, cont.

AMeals and Entertainment

A No deduction for entertainment

A Expands meals for the 50% deduction
ASelf-created property - Not capital asset

A Patent, Invention, Model, Design, Formula
or Process

A Family & Medical Leave Credit (up to 12.5% of wages paid for FMLA).

A Employer credit for hurricane and disaster relief i recent change
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Overview of the Individual &
Wealth-Transfer Provisions



Summary of topics

ATax rates reduced approximately 2% to 3% for all tax brackets
ADeduction for state and local taxes limited

AStandard deduction increased

AChild credit increased

AUnified credit for estate and gift taxes increased

AWill my taxes go up or down?
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Are the Individual Changes Permanent?

A Are changes permanent - No!

A Most are effective for 2018 through 2025

A General sense is lawmakers thought these provisions would be easier to extend at a later date
A As compared to corporate and international tax changes which are permanent

A Has to do with scoring, etc.

A In 2026 they sunset to the rules in effect in 2017

A All individual changes, the estate tax changes, and the AMT changes are set to expire on
12/31/2025
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Are ltemized Deductions Dead?

A Doubling of the standard deduction ($12,000 / $24,000)

A Elimination/limitation on itemized deductions
A State & local income and property taxes ($10K cap in the aggregate, very controversial)
A 2% miscellaneous itemized deductions are now disallowed
A Mortgage interest ($750K debt limit; 2026 = $1M); HELOC not deductible

A Medical deduction AGI threshold lowered to 7.5% (2017-2018)

A Pease phase-out limit eliminated (3% of AGI limit on allowable itemized deductions)

A Elimination of personal exemptions
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