QBI Flow Chart

Figure 1. Use this chart to determine if an item of income, gain, deduction, or loss is included in QBI.

1. Is the item effectively connected with the conduct of a trade or
business within the United States?

No

Yes ¢

2. Is the item from a trade or business (this includes general
business income and deduction items as well as deductible tax on
self-employment income, self-employed health insurance,
contributions to qualified retirement plans, unreimbursed
partnership expenses, and interest expenses for the purchase of the
partnership/S corporation interest/stock)?

Yes ¢

3. If the item is from a pass-through entity (partnership,

S corporation, or trust) and the character of the item can’t be
determined at the entity level (section 1231 gains/losses, involuntary
conversions, interest from debt-financed distributions, etc.), did you
determine the item to be ordinary (not capital or personal)? Note: If
the item isn’t from a pass-through entity and it doesn’t require a
determination at the investor level, skip this test.

Yes ¢

4. Is the item included in figuring your taxable income? Items
disallowed or limited, including the basis, at-risk, passive loss, or
excess business loss rules, aren’t included in QBI until the year
included in taxable income.

Yes ¢

5. Is the item treated as a capital gain (loss) or dividend/dividend
equivalent?

oy

6. Is the item interest income other than interest income allocable to
a trade or business? Note: Interest income from an investment of
working capital, reserves, or similar accounts isn’t allocable to a
trade or business.

oy

7. Is the item an annuity, other than an annuity received in
connection with the trade or business?

vo 4

8. Is the item a commaodities transaction, foreign currency gain (loss)
described in section 954(c)(1)(C) or (D), or from a notional principal
contract under section 954(c)(1)(F)?

vy

9. Is the item qualified PTP income (loss)? If “Yes,” it’s not QBI, but
it’s included in the REIT/PTP component of the QBI computation.
Include this item as a qualified item of income, gain, deduction, or
loss from a PTP.

W

10. Is the item W-2 wage income (except where “Statutory
employee” is checked in box 13 of Form W-2)?
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> See Figure 2, QBI Flow
Chart (continued).

p| This item isn’t QBI.




