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ness interest income of the partnership, bears to (B) 30% of the partnership’s adjusted
taxable income for the tax year.

163(j)(4)(C): Excess Taxable Income

‘Summary: A priner reats previously allocated excess business iterest expense as paid or accrued (o the
extent of alocated excess taxable income (ETI) from the partnership

Notes and sources:

*SI63)AXCY, Reg §1163G)-1(b)17). For further discusion, s 536 T-M, Intrest. Expense Deductions, at V.E.§

*ATHis the parnershi’s djosted taxabe ncome. See S1630)8); Reg. §1.163()16X(1)

“Businessiterest expense means neret xpense ha s proprly alocable 0 non-exceped rade o business o tha s floo plan firaneing intrest
expense. Businessntres expense s incudes disllowed busines ncret expense catyforwards. 1 docs ot nlude amounts of s experse
caicd forward o the taxabi ycar from a prior t@xable ycar e 0 the spplication ofth a-isk s orth pasivesctivty rule, which apply fer
the application of §163(). Reg. §1.163)1(6X3). 1t doss ot inclode nvestment st §163045).

“Floor pln fnancing iteest expensc means inerest paid o accrucd on loa plan inancing indebicdness. Al floor plan fnancing ntrest expense
s eated s busincs intrest xpense. Reg. §1163+6K19)

Busincssintrest income s th amount of irest inchudible i the axpayer'sgross income which s propey alocabl o @ non-exceptd rade or
busines. It does not inchde investment ntrest. § 1630K6):Reg. $1-1630) 1(0K9)

“To download this Formula Illustrated, click here.
As noted above, a partner treats previously allocated excess business interest ex-

pense as paid or accrued to the extent of allocated excess taxable income. Interesting-
ly, this means that excess business interest expense is not siloed by excess taxable





