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At the end of this lesson, you will be able to:
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Explain the basic computation of the section
163(j) limitation,

Identify taxpayers who are not required to limit
their business interest expense,

identify trades or businesses that can eiect out of
the limitation and the impact of those elections,
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types of entities,
Identify special rules that apply, and

DescribeForm 8990, Limitation on Business
Interest Expense Under Section 163(j). 2
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For tax years beginning after December 31, 2017,
IRC § 163(j) limits business interest expense
deductions. The amount of deductible business
interest expense in a taxabie year cannot exceed
the sum of:

1. the taxpayer's business interest income for the
year;

30% of the taxpayer’'s adjusted taxable income
(ATI) for the year; and

3. the taxpayer’s floor plan financing interest

expense for the year.
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< Prior to TCJA, section 163(j) addressed
earnings stripping and disallowed a deduction
for disqualified interest paid or accrued by a
corporation in a taxable year if certain tests
were satisfied.

% Form 8926, Disqualified Corporate Interest
Expense Disallowed Under Section 163(j) and
Related Information.

% Interest disallowed was generally carried over,

business interest disallowed before 2018 will
carryover to 2018 under the new law.
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A taxpayer is generally not subject to section
163()), if it meets the small business exemption
or it only has interest expense from an excepted
trade or business.

Excepted trade or businesses include:

% Performing services as an employee

< An electing real property trade or business
% An electing farm business

% Certain utility business




A small business exemption taxpayer is one that:

“ is not a tax shelter (as defined in section
448(d)(3)), and

< has average annual gross receipts of $25
million or less (as adjusted for inflation) for
the 3 prior tax years under the gross receipts
test of section 448(c).




< The average annual gross receipts of $25
million or less for the 3 prior tax years. The
$25 million is for 2018, it will be adjusted for
inflation to $26 million in 2019.

% Test applies to all taxpayers.

“+ Gross receipts is reduced by returns and
allowances (not COGS).

*» Treated as a single taxpayer:
= Controlled group
= Members of a group under common control
= Affiliated service groups




% Facts:
* Individual taxpayer is under examination
= Cavian ANAN CAlu Al M
= roltn 1v4vu, oulicuuic

+ $2 million average annual gross receipts

Generally the taxpayer would not be subject to
section 163(j).
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< Facts:
= Individual taxpayer is under examination
= Form 1040, Schedule C
+ $2 million average annual gross receipts
* The individual also owns 100% of two S
corporations
» Company #1 — $3 million average annual gross
receipts
« Company #2 - $26 million average annual gross
receipts
Due to the aggregated gross receipts, the individual and
the two corporations would be subject to section 163(j)
since they fail to meet the small business exemption. "
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Real property trades or businesses or farming
businesses, that do not meet the small business
exemption, can make an election out of the
section 163(j) business interest limitation.

The election is made for each trade or business
on a timely filed return (including extensions),
See Prop. Treas. Reg. § 1.163-9 and Rev. Proc.
2018-59

The election is irrevocable.

Alternative depreciation system (ADS) is required
for certain property. IRC § § 163(j)(10) & 168(g)
& Rev. Proc. 2019-08 12
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IRC § 163(j)(7)(B).

Real property trade or business means any
real property development, redevelopment,
construction, reconstruction, acquisition,
conversion, rental, nnnrnhnn_ mnnnnpmpn_r

W ol wF i d Caninrs

leasing, or brokerage trade or business.

ANiict use tha ANC fAr anuv no nroc-irla in
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property, residential rental property, and
qualified improvement property used in its
trade or business. Not eligible for bonus
depreciation under IRC § 168(k). 13
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% IRC § 163(j)(7)(C).

< Farming businesses (as defined in
§ 263A(e)(4)) and specified agricultural and
horticultural cooperatives may elect out of the
§ 163(j) limitation.

<+ Exampies of an eiecting farming business
include:
= Livestock, pouitry, fish,
= Fruit, nuts, plant nursery, and
= A specified cooperative
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% Must use ADS for any farming property the
taxpayer owns with a recovery period of 10
years or more.

<+ Property not eligible for bonus depreciation
under IRC § 168(k).
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% Farmer A operates a farming business
as defined in IRC §§ 263A(e)(4) and
199A(g)(4), and meets the gross receipts
test of IRC § 448(c).

Farmer A is not required to elect out of IRC
§ 163(j) and is allowed to deduct business
interest expense without limitation.
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% Farmer B operates a farming business as
defined in IRC §§ 263A(e)(4) and 199A(g)(4),
but does NOT meet the gross receipts test of
IRC § 448(c).

Farmer B could make an election not to limit
business interest expense. Farmer B must follow the
election procedures and use ADS depreciation for
any property that it owns that has a recovery period
of 10 years or more for the current and subsequent
tax years. Farmer B would be allowed to deduct

business interest expense without limitation.
17
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*+ No election is required for this type of trade or
business.

* For section 163(j) not to apply, the rates for
furnishing or saie must be estabiished or

= a state or political subdivision thereof,

= by any agency or instrumentality of the United States,

= by a public service or public utility commission, other
similar body of any state or political subdivision
thereof, or

= by the governing or rate-making body of an electric
cooperative.
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CALCULATION &

FORM 8990

s Form 8990, Limitation on Business Interest
Expense Under Section 163(j)

(
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< All taxpayers with business interest expense;
a disallowed business interest expense

carryforward, or current year or prior year
EBIE.

*+ Exceptions:

= Small business taxpayers without EBIE
from a partnership

= Only have interest expense from excepted
trades or businesses
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Business interest expense (BIE) means any
interest paid or accrued that is properly
allocable to a trade or business.

BIE does not include:
= invesiment interest, or

* interest expense that is allocable to an
excepted trade or business

21

21



Form 8990, Part |, Section |

8990 Limitation on Business Interest Expense

Fomn Under Section 163(j) ik i
B Y o » Attach to your tax return.

e Fconce Baron » Go to www.irs.gov/FormB990 for instructions and the latest information.

Taxpayer nameis) shown on tax retum Identification number

Part

Computation of All Busi Interest Expense

Fart | is completed by all taxpayers subject to section 163§). Schedule A and Schedule B need to be completed before Part | when the
taxpayer is @ partner or sharehoider of a pass-through entity subject to 163().

Section |—Business Interest Expense

1 Current year business interest expense (not including fioor plan
financing interest expense), before the section 163()) limitation . 1
2 Disallowed business interest expense camyforwards from pnor
years. (Doesnotapplytoapartnership) . . . . . . . . . 2
3 Patner's excess business interest expense treated as paid or
SCCIUSd i CuTent year (ochedute A, Ine 44, column . . . 3
4  Floor plan financing interest expense. See instructions . . . . 4
§  Total business i p Addlinesithrough4 . . . . . . . . . . . . » |5
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The amount of deductible business interest
expense in a taxable year cannot exceed the
sum of:
1. the taxpayer’s business interest income for
the year;
2. 30% of the taxpayer’'s adjusted taxable
income (AT]I) for the year; and

3. the taxpayer’s floor plan financing interest
expense for the year.
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Form 8990, Part |, Section IV

1630) Limitation Calculations

Section IV-163()) Limitation Calculations

Limitation on Business Interest Expense

s

28BS

Muitiply adjusted taxable income (ine 22) by 30% (0.30). See
ORICHONE o T s ST A %
Business nterestincome (ine25) . . . . . . . . . .. 2

Clasr mlan fnansinn intarsst sumanss flas 41 no
VA AT T G GAMCTIRG RIS o« v 0 0 0 e “

Total. Add lnes 26, 27.and28. . . . . . . N Y

Allowable Business Interest Expense

Total current year business interest expense deduction. Ses instructions. . . . . . . [ 30|

Camyforward

i

Disallowed business interest expense, Subtract ine 29 from ne 5. (i zero o less, enter -0-) | 31 |
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< Business interest income (Bll) is the amount
of interest includible in the taxpayer’s gross
income for the tax year which is properly
allocable to a trade or business.

“ Bll does not include:
= investment income, or
= interest income that is allocable to an

excepted trade or business.

See Proposed Treas. Reg. § 1.163(j)-1(b)(20)

25

25



Form 8990, Part |, Section Ill

Business Interest Income

Section lll—Business Interest Income

23 Current year business interest income. See instructions . . . | 23

24 Excess business interest income from pass-throtigh entities (total of
Schedule A, line 44, column (g), and Schedule B, line 46, column (d)) | 24
25 Total. Addlines23and24 . . . . . . . . . . . ... ... .. >
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ATl means taxable income of the taxpayer
computed without regard to:
< Any item of income, gain, deduction, or loss

which is not properly allocable to a trade or
business;

“* Any business interest income or business interest
expense;

% Any net operating loss (IRC § 172);

< Any qualified business income deduction
(IRC § 199A);
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%+ For tax years beginning before 2022, any
deduction for depreciation, amortization, or
depletion attributable to a trade or business;
and

“ Adjustments described in published guidance.

For purposes of determining AT, taxable income

ic namniitad aftar annhuinAa Athar earntinne limitina
15 COIMpuUleld aiter apprying ouici seCuliis g

the deductibility of interest, such as sections
263A and 267, as well as basis, at-risk and

passive activity loss limitations.
28
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% After 2021, ATl is computed without
adding back deductions for depreciation,
amortization, and depletion.
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Form 8990, Part |, Section Il,

Taxable Income, Additions

Section |l - Adjusted Taxable Income

6 Taxable income. Seeinstructions . . . . . . . . . . . . . . . . .. .. 16| |
Additions (adastmants to be mads if 2

iddhane (adue it to he mades f amounte are taken into accos

T Any item of loss or deduction which is not properly allocable to a
trade or business of the taxpayer. See instructions . . . . . 7
8  Any business interest expansa not from a pass-through entity. See
instructions . . . . . . . . . . . 4 s 4 e e e 8
9  Amount of any net operating loss deduction under section 172 9
10 Amount of any qualified business income deduction allowed under
secion199A . . . . . . . . . L ... ... 10
11 Deduction allowable for depreciation, amortization, or depletion
attributabletoatradeorbusiness . . . . . . . . . . . 11
12  Amount of any loss or deduction items from a pass-through entity.
Seeinstructions. . . . . . . 4 4 . e e e e owow 12
13 Other additions. Seeinstructions . . . . . . . . . . . 13
14  Total cumrent year partner's excess taxable income (Schedule A, fine
doomnff) . . . . . . L h h e e e e e 14
15 Total cument year S corporation shareholder’s excess
ncome (Schedule B, ine 46, column(c)) . . . . . . . . 15
16 Total Addlines7through1s . . . . . . . . . . . . . > |16
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Form 8990, Part |, Section Il,

Taxable Income, Reductions

Reductions (adjustments to be made if amounts are taken into account on line &)

17  Any item of income or gain which is not properly allocable to a trade

or business of the taxpayer. See instructions . . 17 ) )
18 Anybusmmmmmomenatfrmapmmmhemw Seeunswucbma 18 | )
19 Amount of any income or gain items from a pass-through entity.

Ses instructions . . . W 19 |l )
20  Other reductions. Seensvucbms BB R R 20 | )
2 Total Combinelines 17fhmough20 . . . . « « « & « « o o & s + 5 & o = > 2 |l
2 ted taxable i Combine lines 6, 16, and 21. (f zero or less, enter-0-) . . . » | 22
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Floor plan financing interest expense is not
subject to the section 163(j) limitation.

Floor plan financing interest expense is
interest on debt used to finance the
acquisition of motor vehicies heid for saie or
lease where the debt is secured by the

Aanmiiirad inuantAarg
atquired invenory.
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Form 8990, Part |, Section |

8990 Limitation on Business Interest Expense

Fomn Under Section 163(j) ik i
B Y o » Attach to your tax return.

e Fconce Baron » Go to www.irs.gov/FormB990 for instructions and the latest information.

Taxpayer nameis) shown on tax retum Identification number

Part

Computation of All Busi Interest Expense

Fart | is completed by all taxpayers subject to section 163§). Schedule A and Schedule B need to be completed before Part | when the
taxpayer is @ partner or sharehoider of a pass-through entity subject to 163().

Section |—Business Interest Expense

1 Current year business interest expense (not including fioor plan
financing interest expense), before the section 163()) limitation . 1
2 Disallowed business interest expense camyforwards from pnor
years. (Doesnotapplytoapartnership) . . . . . . . . . 2
3 Patner's excess business interest expense treated as paid or
SCCIUSd i CuTent year (ochedute A, Ine 44, column . . . 3
4  Floor plan financing interest expense. See instructions . . . . 4
§  Total business i p Addlinesithrough4 . . . . . . . . . . . . » |5
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Assuming the taxpayer is subject to section 163(j)
and the taxpayer has:

< $100,000 ATI

% $50,000 business interest expense, inciuding:
= $10,000 of floor plan financing interest expense

S N NNAN L. cadie W H

T YLV, VUV DUSI

Compute:
N W U Bl SRR [ P (YUY (LA PRI Uy .. (USRI |
d) ine Liummduorn Orn DusIness Initeicol CApeiise (rorirn

8990, Line 29).

b)The amount of Total Current Year Business Interest
Expense Deduction (Form 8990, Line 30).
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Description Amount
Business interestincome 20,000
30 percent of ATI ($100,000 x 30%) 30,000
Floor plan financing interest expense 10,000
Business interest expense limitation 60,000

The taxpayer’s section 163(j) limitation is $60,000.

Because the taxpayer’s business interest expense of
$50,000 does not exceed section 163(j) limitation of
$60,000, the taxpayer can deduct all $50,000 of its
business interest expense for its taxable year.
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Assuming the taxpayer is subject to section 163(j) and the
taxpayer has:

<+ Taxable income of $30,000 (without regard to the

following:
= $20,000 of business interest income;

= $50,000 of business interest expense, which includes
$10,000 of floor plan financing interest expense;

o =

section 172; $15,000 of depreciation deduction under
section 167.

Compute the taxpayer’'s ATl (Form 8990, Line 22).
36
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Taxable Income
Additions:
Business interest expense

Depreciation deduction

Raductions:

RSO LELEl Lo )

Floor plan financing interest
Business interestincome
ATI

Additions/ ATI
Reductions

$30,000

50,000

T~ aTaTal
£9,UUu

15,000 90,000

10,000

20,000 (30,000)

$90,000
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ALLOCATING INTEREST
EXPENSE

38
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» Before we get to section 163(j), a taxpayer
must allocate interest expense between
personal, investment and other interest
expense (including business interest
expense).
= See Treas. Reg § 1.163-8T, Notice 88-37

and Notice 89-35 for more information.

< Section 163(j) only applies to the “other
interest expense” category.
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< For section 163(j), taxpayers must allocate
and apportion their interest expense, interest
income, and other tax items between
excepted and non-excepted trades or
businesses.

= See Proposed Treas. Reg. § 1.163(j)-10.

“ An asset basis approach generally is used for
purposes of allocating interest expense and
interest income.

40
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Determine whether the taxpayer meets the
small business exemption.

Determine interest expense for 163(j)
purposes.

Allocate interest expense between
investment, personal, and business.
Identify excepted and non-excepted

businesses.

41
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ENTITIES
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% Excess taxable income (ETI) is the amount of
a partnership’s or S corporation’s ATl that is in
excess of the amount of ATI required to
support the partnership’s or S corporation’s
BIE deduction.

< This amount is computed by a partnership or
an S corporation and is passed through to the
partner or sharehoider.

< This amount is used by the partner or

shareholder in determining their current year
ATI.

43
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%+ Excess business interest income (EBII) is
the current year business interest income
that exceeds current year BIE (excluding
floor plan financing).

%+ This amount is computed by a partnership
or an S corporation and is passed through
to the partner or shareholder.

% This amount is used by the partner or
shareholder in determining their current
year business interest income.
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% Disallowed business interest expense

= Current year interest expense that is disallowed due
to the section 163(j) limitation (line 31).

= Amount is carried forward to subsequent year (line 2),
except for partnerships.

<+ Excess Business interest Expense (EBIE)
= Current year disallowed business interest expense

that the nartnershin nasses throuah to its nartners
Hul LY A ] ) llr’ '.IUUUUU s UUUI LIRS S R A Ful L A

(line 32).

= Partner’'s EBIE from the partnership is treated as paid
or accrued to the extent the partner receives ETI or
EBII from same the partnership in a subsequent year,
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S CORPORATIONS

46

46



The section 163(j) limitation is applied at the
S corporation level.

imm A o~
I

fals WiAY -
0o{j) imay
property trade or business
»
r~

S corporations
elect into the re
or f::lrmln busin

Disallowed business interest expense is

. . .
rarriad Auar hv tha Q ~AArnAratinn anAd e
CairieG Ovel Oy uic o COrpGrauiin anda is

treated as business interest expense paid or
accrued in the following year.
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%+ For a shareholder subject to the section
163(j) limitation, the shareholder’'s current
year section 163(j) limitation computation will
include the following amounts from each of its
S corporations:

= Current year ETI, and

= Current year EBII.

These amounts will not include items from an
excepted trade or business.

48
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Form 8990, Part Il

S Corporation Items

[0 S Corporation Pass-Through items

Part lil is only completed by S corporations that are subject fo section 163(). The S corporation items below are allocated to the shareholders,
See the instructions for more information

2888

Subﬂaﬁlimﬁﬂfm ne26. (Mzecoorless,enter-0-). . . . . . . . ... ...
Divida line 30 by lina 26. Enter the result as a decimal. (i line 26 is zero, enter -0-)
Excess Taxable Income, Multiply fne 40bylne22. . . . . . . . . . . . . ..

s|8|8

]

Excess Business Interest Income

Excess business interest income. Subtract the sum of lines 1, 2, and 3 from lina 25, (if zero or
lessanter-0-) . . L L e e
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Form 8990, Schedule B
Summary (o] S Corp Shareholder’s ltems

Any topayer t 'ﬂrsrmmuwrpﬁﬁ'iwua sharsholder inan S comporation that has excass taxabl income o axcass business intarest incoms shoukd complete Schedule B
before completing Part |

= ) Cumant yar excemy ) Curmant ydr emotes
ety M e cone tushess Ntivest noome
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PARTNERSHIPS
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< The section 163(j) limitation is applied at the
partnership level.

«+ Partnerships may elect into the real property trade

or business or farming business exceptions.

< A partnership’s EBIE is not trapped at the

partnership level but is passed through to the
partners.

% There are special allocation rules for the section
163(j) pass-through items. Prop. Treas. Reg. §
1.163(j)-6(f)(2)

52
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Form 8990, Part Il

Partnership Pass-Through Iltems

Allowable Business Interest Expense

30  Total current year business interest expense deduction. See instructions, . . . . . . | 30]

Camryforward

PYR T YIS . s . P Y o = ar . il mon FYR|
J1  Lisallowed Dusiness interest expense, Subiract ine £Y irom line 3. (IT Zero or less, enter-U-) | 41 |

Partnership Pass-Through flems

and are not carried forward by the partnarshin. Saa tha instructions for mare information

Part Il is only completed by a partnership that is subject to section 163{). The partnership items below are allocated to the partners

Excess Business Interest Expense

2  Excess business interest expense. Enter amount from line 31 . . A . [32]

Excess Taxable Income (If you entered an amount on line 32, skip lines 33 through 37.)
33 Subtractthosumofiines 4and 25 from line S. (f zeroorless, enter 0-) . . . . . . . . 3
34  Subtract line 33 from line 26. (i zero or less, enter -0-) . . 34
35 Divide line 34 by line 26. Enter the result as a decimal. !mmzﬁawo mw—O—} | 35
36 Excess Taxable Income. Multiply Iing 35 by line 22 - . 36
k1)

Excess business interest income. Subtract the sum of lines 1, 2, and 3 from ling 25. (f zero or | I
MR I Y . coens v o e RS T B RS k1
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Partnership PRS is subject to the IRC § 163(j)
limitation and has the following for the 2018 tax
year:

e ATl of $100,000

 BIl of $30,000

e BIE of $80,000

Compute PRS’s totai current year business
interest expense deduction and EBIE or EBII.
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“ The partnership’s total current year business
interest expense deduction is $60,000, which
is 30% of ATI + BIl ($30,00 + $30,000).

“» The partnership has disallowed business
interest expense, termed EBIE, of $20,000,
which is the difference between BIE and
current year business interest expense

deduction ($80,000 - $60,000).

55
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Form 8990 Instructions Worksheets A & B

Determination of Each Partner's Relevant o
Section 163(j) tems —Worksheet A Keep for Your Records [hd

Before you begin: ,/ Complsts Form 8390 before beginning this workshest.
v This worksheet provides space for up to three partners. if there are more than three partners, use more than
one workshest. The total column should reconcile 1o amounts for all partners.
| Partner1 | Parnerz | Partners | Total
Step 1: plovel a by section 163(j)(4)(A).
1. p's Adpusted T ATY). (Form 8000, ine 22y i
2. Partnership’s business interest income. Form 8990, ine 25)
3, Parinership’s Dusingss inferest expense. (Form 8990, subtract
g 4 trom ine 5) .
4. P
= . .
s #{ Determination of Each Partner's Relevant m
% ™ Section 163(j) ltems—Worksheet B Keep for Your Records
Step 2
= : Before you begin: |/ Complets “Determination of Each Partner's Relevant Saction 163() tems = Worksheat A" befors beginning
o Py this worksheet.
Step 3 v This worksheet provides space for up 1o three partners. If there are more than three partners, use more than
bl ona worksheat. The total column should recancils to amaunts for all partners.
Slnpsa:ﬁwmt:omplele this worksheet.
1. If the answer to line 27d of Worksheet A Is “Yes,” complete
this workshes!
| Parmer1 | Parner2 | Parmer3 | Total
Step 8B: Determine whether to perform Step 8C or Step 8.
PP PIPPRn ok P PR | | 1 1
56
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< EBIE reduces the partner’s basis in the
partnership.

 If a partner receives EBIE passed through
from a partnership then the EBIE is not
deductible by the partner.

“» However, if the partner receives ETI or EBII
passed through in a subsequent year from
the same partnership, then the EBIE is “freed
up” to the extent of the ETI or EBII and
becomes subject to the partner's section
163(j) limitation. 57
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Form 8990, Schedule A

Summary of Partner’s Iltems

ERTTTY Summary of Pariner's Section 163() Excess ems
Any taxpayer that owns an intarest in @ parinarship subject 12 Saction 163]) shouid compléte Schedul A before completing Part |
s - xoes3 Bsiness Tt Expenss fomips | ot 'E‘mm 1 Ot
— = o P [l oo | hares s b
L pronfras | [plsyy | OReRcme | Pt ncore T-::;am S aman
Q9
M Totd ... ... .»
58
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“ If a partnership passes through EBIE to
one or more of its partners, and

%+ in a later tax year the partnership is no
longer subject to the section 163(j)
limitation (due to the small business
exemption),

Then the EBIE from the prior year is treated

as EBIE paid or accrued by the partner in the

later year.
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% If a partner disposes, or otherwise sells,
their interest in a partnership, and

%+ the partner has EBIE from the partnership
(that is not is treated as business interest
expense paid or accrued by the partner in
the year),

Then the partner will add the EBIE amount

back to the partner’'s basis in the partnership.
[The partner does not get to deduct the EBIE.]
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% If a taxpayer:
* is subject to the section 163(j) limitation,

and

= owns a pass-through entity that is
exempted through the small business

exemption, then:
» The taxpayer will have to include the pass-
through entity’s income, gain, loss and
deductions in the investor's adjusted taxable

income computation limitation.
61
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Question 4

A partner subject to IRC Section 163(j) must include in

their IRC § 163(j) limitation computation, their share of

the following partnership items from a partnership that

was subject to IRC § 163(j):

a. business interest expense, adjusted taxable income,
and business interest income

b. excess taxable income, excess business income,

c. none of the above
d. aandb

62
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Answer: b

The partner is only allocated from the partnership, their
share of ihe excess items to inciude in their iRC § 163(j)
computation, since the partnership included the total
partnership's business interest expense, business
interest income, and adjusted taxable income in the
partnership's IRC § 163(j) computation.

The limitation is computed at the partnership level.
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C CORPORATIONS
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% All interest paid or accrued (or treated as paid
or accrued) by a C corporation is business
interest expense,

< All interest includible in gross income by a
C rnrnnrnhnn is business interest mr‘nmp

L= L Pt N R BT T e PR S

%+ Except to the extent such interest expense or

intaract inArAama ic allanahla A
nmneircol moomnic 1S anoCauic o

trade or business.

AR AVAOAN
all GAUGP
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Any investment interest expense, investment
interest income, or investment expenses that a
partnership pays receives, or accrues and

pasotco I.IIIUUHII lU a \.l bUIpUIdLIUII [JdILIIUI Ib

treated by the C corporation as properly
allocable to a trade or business

e LR = L& L e L A .

Current year business interest expense is
deducted before disallowed business interest

expense carryforwards, which are then
deducted in the order of the year in which they
were incurred, starting with the earliest year,
subject to certain limitations. 66

66



% A consolidated group has a single section
163(j) limitation.
<+ For members entering or leaving the group,

see Prop. Reg. § 1.163(j)-5 for applicable
limitations.

67

67



+*
.’.

*

New section 163(j) places a limit on the
amount of deductible business interest
expense. For tax years beginning after

MNanambhar 24 29NA47
LCTUCINIVCT i1, &V 1T,

A taxpayer is generally not subject to section
163(j) if it meets the smaii business
exemption or it only has interest expense from

aveantard tradae Ar hilcinacen
CAVTHITU LT aUTo Ul NUSITICTOOCS.

The partnership/S corporation can be subject
to the section 163(j) limitation and may have to

provide certain information to their investors.
68

68



2 Form 8090 is used to complt

% Solely for purposes of section 163(j), all

interest paid or accrued (or treated as paid
or accrued) by a C corporation is business
interest expense.

N N N et AR R A R WA

taxpayer’s business interest expense
limitation.

69
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Resources

IRC §§ 163(]) & 168(q)
Proposed Treas. Regs. §1.163(j)-1 through

§1.163(i)-11

Notice 2018-28, initial guidance under section

1271\
1004} ).

Rev. Proc. 2018-59, safe harbor for certain

infrastructure

Rev. Proc. 2019-08, regarding ADS depreciation

7

71



Resources, cont’d

¥ Form 8990, Limitation on Business Interest
Expense Under Section 163(j)

* instructions to Form 8990

w Pub 225, Farmer's Tax Guide
% Pub 946, How To Depreciate Property

<+ Tax Reform webpage on IRS.gov
= FAQ

72
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