199 A WORKSHEET BY ACTIVITY FORM

199A WORKSHEET BY ACTIVITY FORM IS A CRUCIAL COMPONENT FOR TAXPAYERS INVOLVED IN PASS-THROUGH ENTITIES,
SUCH AS PARTNERSHIPS, S CORPORATIONS, AND SOLE PROPRIETORSHIPS, TO CALCULATE THEIR QUALIFIED BUSINESS INCOME
(QBI) DEDUCTION UNDER SECTION 199 A oF THE INTERNAL REVENUE CODE. THIS DEDUCTION ALLOWS ELIGIBLE TAXPAYERS TO
pebUCT UP To 20% oF THEIR QBI FROM THEIR TAXABLE INCOME, SIGNIFICANTLY REDUCING THEIR OVERALL TAX LIABILITY. THE
199 A WORKSHEET BY ACTIVITY FORM SERVES AS A DETAILED TOOL TO ENSURE THAT TAXPAYERS CAN ACCURATELY REPORT
THEIR INCOME, EXPENSES, AND THE APPLICABLE DEDUCTIONS FOR EACH OF THEIR BUSINESS ACTIVITIES.

UNDERSTANDING SECTION 199A

SecTIoN 199A WAS INTRODUCED AS PART OF THE TAx CuUTs AND Joes AcT (TCJA) eNacTeD IN Decemeer 2017. THIS
SECTION AIMS TO PROVIDE TAX RELIEF TO INDIVIDUALS AND OWNERS OF PASS-THROUGH ENTITIES BY ALLOWING THEM TO
DEDUCT A PORTION OF THEIR BUSINESS INCOME FROM THEIR TAXABLE INCOME. THE DEDUCTION IS AVAILABLE FOR TAX YEARS
BEGINNING AFTER DecemBer 31, 2017, AND BEFORE JANUARY 1, 2026.

Key FEATURES oF SEcTION 199A

- QUALIFIED BusiNess INcome (QBI): THIS INCLUDES THE NET INCOME FROM QUALIFIED TRADES OR BUSINESSES, BUT EXCLUDES
INVESTMENT INCOME AND CAPITAL GAINS.

- DepucTIoN LIMITATIONS: THE 209 DEDUCTION IS SUBJECT TO VARIOUS LIMITATIONS BASED ON THE TAXPAYER'S INCOME
LEVEL AND THE NATURE OF THE BUSINESS ACTIVITY.

- SPECIFIED SERVICE TRADES OR BUSINESSES (SSTBS): CERTAIN PROFESSIONS, SUCH AS HEALTH, LAW, AND CONSULTING,
FACE RESTRICTIONS ON THE DEDUCTION BASED ON INCOME LEVELS.

THE PURPOSE OF THE 199 A W ORKSHEET BY ACTIVITY FORM

THE 199 A WORKSHEET BY ACTIVITY FORM SERVES MULTIPLE PURPOSES, INCLUDING:

1. CALCULATING QUALIFIED BUSINESS INCOME: THE WORKSHEET HELPS IN DETERMINING THE AMOUNT OF QBI| FROM EACH
BUSINESS ACTIVITY, WHICH IS ESSENTIAL FOR CLAIMING THE DEDUCTION.

2. TRACKING LIMITATIONS: TAXPAYERS CAN USE THE WORKSHEET TO TRACK VARIOUS LIMITATIONS THAT MAY AFFECT THEIR
DEDUCTION, SUCH AS W/ -2 WAGES AND UNADJUSTED BASIS OF QUALIFIED PROPERTY.

3. ORGANIZING INFORMATION: THE FORM ALLOWS TAXPAYERS TO ORGANIZE THEIR BUSINESS INCOME AND EXPENSES
SYSTEMATICALLY, MAKING IT EASIER TO REPORT ON THEIR TAX RETURNS.

COMPLETING THE 199 A W ORKSHEET BY ACTIVITY FORM

FILLING oUT THE 199 A WORKSHEET BY ACTIVITY FORM REQUIRES CAREFUL ATTENTION TO DETAIL. HERE’S A STEP-BY-STEP
GUIDE:

STEP 1: GATHER NECESSARY INFORMATION

BEFORE STARTING THE \WORKSHEET, TAXPAYERS SHOULD COLLECT THE FOLLOWING INFORMATION:

- INCOME STATEMENTS FOR EACH BUSINESS ACTIVITY



- ExPENSE RECORDS, INCLUDING OPERATING COSTS, SALARIES, AND OTHER RELEVANT EXPENSES
- DETAILS REGARDING W -2 WAGES PAID TO EMPLOYEES
- INFORMATION ON THE UNADJUSTED BASIS OF QUALIFIED PROPERTY

STEP 2: FILL OUT BUSINESS ACTIVITY INFORMATION

THE WORKSHEET TYPICALLY INCLUDES SECTIONS TO LIST EACH BUSINESS ACTIVITY SEPARATELY. FOR EACH BUSINESS,
TAXPAYERS SHOULD:

- PROVIDE THE NAME OF THE BUSINESS

- INDICATE THE TYPE OF BUSINESS ACTIVITY

- REPORT GROSS RECEIPTS OR SALES

- DEDUCT ANY EXPENSES RELATED TO THE BUSINESS ACTIVITY TO ARRIVE AT QB|

Step 3: CALCULATE QUALIFIED BUSINESS INCOME

ONCE THE GROSS INCOME AND EXPENSES ARE RECORDED, THE NEXT STEP IS TO CALCULATE QB|

1. GROSS INCOME: START BY REPORTING TOTAL GROSS INCOME FOR THE BUSINESS.
2. SUBTRACT EXPENSES: DEDUCT ALL APPLICABLE BUSINESS EXPENSES TO DETERMINE THE NET INCOME.
3. IpeNTIFY QBI: IF THE RESULT IS POSITIVE, THIS AMOUNT REPRESENTS THE QBI FOR THAT ACTIVITY.

STeP 4: ASSESS LIMITATIONS ON THE DEDUCTION

TAXPAYERS NEED TO REVIEW ANY LIMITATIONS THAT MAY APPLY TO THEIR QB| DEDUCTION:

- W-2 W/ AGE LIMITATION: FOR TAXPAYERS WITH HIGHER INCOME LEVELS, THE DEDUCTION MAY BE LIMITED TO EITHER 20% oF
QBIl orR A PERCENTAGE OF W -2 WAGES PAID.

- QUALIFIED PROPERTY BASIS: THE DEDUCTION MAY ALSO BE LIMITED BASED ON THE UNADJUSTED BASIS OF QUALIFIED
PROPERTY USED IN THE BUSINESS.

Step 5: ToTAL THE QBI DepucTions

ONCE CALCULATIONS ARE COMPLETED FOR EACH BUSINESS ACTIVITY, TAXPAYERS SHOULD TOTAL THEIR QB| DEDUCTIONS TO
DETERMINE THE OVERALL DEDUCTION AVAILABLE TO THEM. THIS TOTAL WILL THEN BE REPORTED ON THEIR TAX RETURN.

CoMMON ErrRORS TO AvoOID

W/HILE COMPLETING THE 199 A WORKSHEET BY ACTIVITY FORM, TAXPAYERS MAY ENCOUNTER SEVERAL PITFALLS. HERE ARE
SOME COMMON ERRORS TO AVOID:

- INCORRECT INCOME REPORTING: FAILING TO ACCURATELY REPORT ALL SOURCES OF INCOME CAN LEAD TO INCORRECT QBI
CALCULATIONS.

- OMITTING EXPENSES: NEGLECTING TO INCLUDE ALL ELIGIBLE BUSINESS EXPENSES CAN INFLATE TAXABLE INCOME AND REDUCE THE
POTENTIAL DEDUCTION.

- MISUNDERSTANDING LIMITATIONS: NOT PROPERLY ASSESSING THE W/ -2 WAGE AND PROPERTY BASIS LIMITATIONS CAN LEAD
TO OVERSTATED DEDUCTIONS.

- MIXING PERSONAL AND BUSINESS EXPENSES: |T IS CRUCIAL TO KEEP PERSONAL AND BUSINESS EXPENSES SEPARATE TO AVOID



COMPLICATIONS.

CoNCLUSION

THE 199A WORKSHEET BY ACTIVITY FORM IS AN ESSENTIAL TOOL FOR TAXPAYERS SEEKING TO MAXIMIZE THEIR QB|
DEDUCTION UNDER SECTION 199 A. BY CAREFULLY FOLLOWING THE STEPS OUTLINED IN THIS ARTICLE, INDIVIDUALS CAN ENSURE
THEY ACCURATELY REPORT THEIR BUSINESS INCOME, ASSESS LIMITATIONS, AND ULTIMATELY REDUCE THEIR TAX LIABILITY.
(UNDERSTANDING THE NUANCES OF THIS DEDUCTION AND UTILIZING THE WORKSHEET EFFECTIVELY CAN LEAD TO SIGNIFICANT TAX
SAVINGS FOR ELIGIBLE TAXPAYERS.

AS TAX LAWS CAN BE COMPLEX AND SUBJECT TO CHANGE, IT IS ADVISABLE FOR TAXPAYERS TO CONSULT WITH A TAX
PROFESSIONAL OR CPA TO ENSURE COMPLIANCE AND OPTIMIZE THEIR TAX POSITIONS. BY LEVERAGING THE 199 A W ORKSHEET,
TAXPAYERS CAN TAKE ADVANTAGE OF THE BENEFITS INTRODUCED BY THE TCJA AND POTENTIALLY ENHANCE THEIR FINANCIAL
OUTCOMES.

FREQUENTLY ASkeD QUESTIONS

WHAT IS THE PURPOSE OF THE 199 A \WORKSHEET BY ACTIVITY FORM?

THE 199A \WORKSHEET BY ACTIVITY FORM IS USED TO CALCULATE THE QUALIFIED BUsINESs INcoMe (QBI) DEDUCTION FOR
INDIVIDUALS AND BUSINESSES, DETAILING INCOME, DEDUCTIONS, AND THE NATURE OF EACH BUSINESS ACTIVITY.

\¥/HO NEEDS TO FILL oUT THE 199 A \WORKSHEET BY ACTIVITY?

TAXPAYERS WITH QUALIFIED BUSINESS INCOME FROM PASS-THROUGH ENTITIES, INCLUDING SOLE PROPRIETORSHIPS,
PARTNERSHIPS, S CORPORATIONS, AND CERTAIN TRUSTS, NEED TO FILL OUT THE 199A WORKSHEET BY ACTIVITY.

\WHAT TYPES OF INCOME ARE REPORTED ON THE 199 A W ORKSHEET BY ACTIVITY?

THE WORKSHEET REPORTS VARIOUS TYPES OF INCOME INCLUDING ORDINARY BUSINESS INCOME, RENTAL INCOME, AND OTHER
TYPES OF INCOME THAT MAY QUALIFY FOR THE (QB| DEDUCTION.

How I1s THE QBI DEDUCTION CALCULATED ON THE 199A WORKSHEET BY ACTIVITY?

THE QBI DEDUCTION IS CALCULATED BY TAKING THE LESSER OF 20%, OF QUALIFIED BUSINESS INCOME OR 20% OF THE
TAXPAYER'S TAXABLE INCOME, SUBJECT TO VARIOUS LIMITATIONS AND THRESHOLDS OUTLINED IN THE IRS GUIDELINES.

ARE THERE ANY LIMITATIONS TO THE QBI| DEDUCTION REPORTED ON THE 199A
\X/ ORKSHEET?

YES/ LIMITATIONS INCLUDE INCOME THRESHOLDS, W-2 WAGES, AND QUALIFIED PROPERTY REQUIREMENTS, WHICH CAN AFFECT
THE AMOUNT OF THE DEDUCTION FOR HIGHER~-INCOME EARNERS OR SPECIFIC TYPES OF BUSINESSES.

\X/HERE CAN TAXPAYERS FIND THE 199A W ORKSHEET BY ACTIVITY FORM?

TAXPAYERS CAN FIND THE 199 A W ORKSHEET BY ACTIVITY FORM ON THE IRS WEBSITE OR THROUGH TAX PREPARATION
SOFTWARE THAT INCLUDES THE FORM AS PART OF THEIR FILING PROCESS.



\W/HAT IS THE DEADLINE FOR SUBMITTING THE 199 A W ORKSHEET BY ACTIVITY?

THE DEADLINE FOR SUBMITTING THE 19QA W/ ORKSHEET BY ACTIVITY IS TYPICALLY THE SAME AS THE TAX RETURN FILING
DEADLINE, WHICH IS GENERALLY APRIL 15 FOR INDIVIDUAL TAXPAYERS, UNLESS AN EXTENSION IS FILED.

CAN THE 199A W ORKSHEET BY ACTIVITY BE AMENDED IF ERRORS ARE FOUND?

YES, IF ERRORS ARE FOUND AFTER FILING, TAXPAYERS CAN AMEND THEIR TAX RETURNS USING Form 1040-X AND CORRECT THE
INFORMATION ON THE 199 A \WORKSHEET BY ACTIVITY ACCORDINGLY.
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