857(a)(1): REIT Minimum Distribution Requirement

Link: https://www.bloomberglaw.com/product/tax/document/XAAEI5UO000000
Footnote: None needed (already exists)
Placement: 742.V.A., beneath n.699 (see yellow highlight) 
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172(a)(2): Net Operating Losses Post-2020 Deduction

Link: https://www.bloomberglaw.com/product/tax/document/X8N82QCG000000
Footnote: None needed (already exists)
Placement: 539.VI.A., below n.1491 (see yellow highlight)
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358(a)(1): Basis to Distributees

Link: https://www.bloomberglaw.com/product/tax/document/X9OSBJGK000000
Footnote: None needed (already exists)
Placement: 758.VII.B., beneath n.869 (see yellow highlight)
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163(j)(4)(C): Excess Taxable Income

536.V.E.
The image here already exists but the footnote needs to be updated because it doesn't come up when searching "Formulas Illustrated" (because "Formula" is singular) also it's not in the style that we do footnotes. 

Notes for TPQA: 
Delete highlighted "To download this Formula Illustrated, click here."
Add new n.1558.1 at the end of highlighted paragraph. Text should say: "For a visual depiction of the formula in §163(j)(4)(C), see Formulas Illustrated, §163(j)(4)(C): Excess Taxable Income" 
Italicized text should link to this page: https://www.bloomberglaw.com/product/tax/document/XFRAAOIC000000 
[image: A screenshot of a diagram
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199A(a): Qualified Business Income Deduction
Footnote: 537.II.A., add at the end of existing n.37; text should say: "For a visual depiction of the formula in §199A(a), see Formulas Illustrated, §199A(a): Qualified Business Income Deduction." and the italicized text should link to this page: https://www.bloomberglaw.com/product/tax/document/XBCF9CFC000000 
Placement of Image: 537.II.A., beneath n.37 (see yellow highlight)
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199A(b): Combined Qualified Business Income Amount and Phase-in
Footnote: 537.II.A., add at the end of existing n.40; text should say: "For a visual depiction of the formula in §199A(b), see Formulas Illustrated, §199A(b): Combined Qualified Business Income Amount and Phase-in." Italicized text should link to this page: https://www.bloomberglaw.com/product/tax/document/X8QTGOS0000000
Placement of Image: 537.II.A, beneath n.40 (see yellow highlight) -- should only be the first slide included rather than all seven slides
[image: A screenshot of a computer
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250: Deduction for FDII and GILTI
Footnote: 6200.XII.C., add at the end of existing n.1931 and n.1933
Text for n.1931 should say: "For a visual depiction of the formula in §250(a), see Formulas Illustrated, §250: Deduction for FDII and GILTI." Italicized text should link to https://www.bloomberglaw.com/product/tax/document/XBOSRP7O000000.
Text for n.1933 should say: "For a visual depiction of the formula in §250(b), see Formulas Illustrated, §250: Deduction for FDII and GILTI." Italicized text should link to https://www.bloomberglaw.com/product/tax/document/XBOSRP7O000000.
Placement of Images: 6200.XII.C., first slide should go beneath n.1932 (see yellow highlight on following page); second slide should go beneath paragraph with n.1937 (see yellow highlight on following page)
 [image: A screenshot of a document

Description automatically generated]


530(c): Coverdell ESA Contribution Limit
Footnote: 518.IV.D., add at the end of existing n.325. Text should say: "For a visual depiction of the formula in §530(c), see Formulas Illustrated, §530(c): Reduction of Coverdell ESA Contribution Limit." Italicized text should link to https://www.bloomberglaw.com/product/tax/document/X63I8ATK000000
Placement of Image: 518.IV.D., after paragraph with n.325
Extra Notes: Delete the highlighted text below (starting with "For single taxpayers" and ending with "$30,000]" because this is repetitive of the image we're adding. 
[image: A screenshot of a document

Description automatically generated]
951A: Global Intangible Low-Taxed Income
Footnote: 6215.III.A. Add new n.245.1 at the end of highlighted paragraph. Text should say: "For a visual depiction of the formula in §951A, see Formulas Illustrated, §951A: Global Intangible Low-Taxed Income." Italicized text should link to https://www.bloomberglaw.com/product/tax/document/XEPN47B8000000
Placement of Image: 6215.III.A., bottom of page (see highlight)
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4501: Stock Buyback Excise Tax
Footnote: 767.XI.G., add to end of existing n.903.1. Text should say: "For a visual depiction of the formula in §4501, see Formulas Illustrated, §4501: Stock Buyback Excise Tax." Italicized text should link to: https://www.bloomberglaw.com/product/tax/document/XD0T3ELK000000 
Placement of Image: 767.XI.G., beneath n.903.3 (see yellow highlight)
[image: A text on a page
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4501(e)(2): Retirement Contributions Stock Buyback Tax
Footnote: 767.XI.G., add to end of existing n.903.33. Text should say: "For a visual depiction of the formula in §4501(e)(2) and Notice 2023-2, §3.07(3), see Formulas Illustrated, §4501(e)(2): Retirement Contributions Stock Buyback Tax." Italicized text should link to https://www.bloomberglaw.com/product/tax/document/X1PO42SS000000
Placement of Images: 767.XI.G., both slides should appear after n.903.34 (see yellow highlight)
 [image: A screenshot of a document
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4661: Superfund Tax
Link: https://www.bloomberglaw.com/product/tax/document/XAC25ONO000000
Footnote: None needed (already exists). 
Placement of Image: Federal Excise Tax Navigator, 7.7.3. (https://www.bloomberglaw.com/product/tax/document/XQO6K318#section(7)_0), after n.1214 (see yellow highlight)
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Section _) defines excess taxable income with respect to any partnership as
the amount that bears the same ratio to the partnership's adjusted taxable income as
(A) the excess (if any) of (1) 30% of the partnership's adjusted taxable income for the
tax year, over (2) the amount (if any) by which the business interest expense of the
partnership, reduced by the floor plan financing interest expense, exceeds the

business interest income of the partner: bears to (B) 30% of the partnership's
adjusted taxable incom

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

‘Summary: A partner treats previously allocated excess business interest expense s paid or accrued to the
extent of allocated excess taxable income (ETI) from the partnership.
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A. Mechanics

Section 199A provides a deduction equal to the lesser of (i) the taxpayer's “combined qualified
business income amount,”*® or (ii) 20% of the taxpayer's taxable income calculated without
regard to net capital gain and to the §199A deduction.?” This Portfolio refers to the taxable
income used for determining the second amount (i.e., taxable income calculated without
regard to net capital gain and the 8199A deduction) as “§199A deduction testing taxable
income.” §199A deduction testing taxable income is distinct from the taxable income base on
which tax is actually imposed.

3 5199A(a)(1).
37 §199A(a)(2), §199A(e)(1). Net capital gain means net capital gain as defined in
§1222(11) plus any qualified dividend income (as defined in §1(h)(11)(B) for the

taxable iear. Rei §1.199A-1(b)(3). -

Ataxpayer's “combined qualified business income amount” equals the sum of (i) 20% of the
taxpayer's “qualified business income” (“QBI") from each “qualified trade or business (“QTB")*
(as limited by the “wage-basis limit”),*® and (i) 20% of the taxpayer's aggregate amount of
“qualified REIT dividends” and “qualified publicly traded partnership income.”*®
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Ataxpayer's “combined qualified business income amount” equals the sum of (i) 20% of the
taxpayer's “qualified business income” (“QBI") from each “qualified trade or business (“QTB")*
(as limited by the “wage-basis limit”),*® and (ii) 20% of the taxpayer's aggregate amount of
“qualified REIT dividends” and “qualified publicly traded partnership income.”*®

£ 5§199A(b)(1)(A), 5199A(b)(2)(A).
39 The wage-basis limit is discussed more fully in 111D., below.

0 §199A(b)(1)(B). Qualified REIT dividends and qualified publicly traded
partnership income are defined in Reg. §1.199A-3(c)(2) and §1.199A-3(c)(3) and

o omedsesedmorlynithedieees

Note on terminology: The regulations describe the QBI element of the deduction differently
from the description in the statute. The statute limits the deduction to QBI with respect to each
QTB of the taxpayer.*' The definition of QTB excludes (i) for all taxpayers, “the trade or
business of performing services as an employee,”? and (ii) for taxpayers above the threshold
amount, specified service trades or businesses (SSTBs).** The regulations, on the other hand,
limit the deduction to QBI from all “trades or businesses” (not QTBs), but provide that
taxpayers with taxable incomes above the threshold amount are subject to the SSTB rule.**
Thus, the regulations arrive at the same QBI element amount as the statute by excluding “the
trade or business of performing services as an employee” from the definition of “trade or
business.”* This Portfolio adopts the statutory description with respect to the QBI element of
the deduction and, thus, the term “QTB" is used to refer to a trade or business that qualifies for
the deduction.
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1. [5) Overview of Statutory Rules —

For taxable years after December 31, 2017, and before January 1, 2026, §- allows a
domestic corporation®* a deduction in an amount equal to the sum of 37.5% of the
corporation's FDII for the taxable year plus 50% of its GILTI (if any) and the §78 gross-up
attributable to the GILTI inclusion.™*" For taxable years beginning after December 31,
2025, the deduction reduces to 21.875% of the corporation's FDII and 37.5% of the
corporation's GILTI (if any) included in gross income under §951A and the §78 gross-up
attributable to the GILT! inclusion.™2

1830 “Domestic corporation,” for purposes of §250, means a domestic
corporation within the meaning of §7701(a), excluding a domestic
corporation that is a regulated investment company (RIC) (defined in §851),
a real estate investment trust (REIT) (defined in §856), or an S corporation
(defined in §1361). Reg. §1.250(a)-1(c)(1).

1931 5280 (a)(1); Reg. §1.250(a)-1(b)(1).

1932 5950 (a)(3); Reg. §1.250(a)-1(b)(3).
For purposes of the ! !e!uc!lon, ! ! means, with respect to a domestic corporation

for a taxable year, the “deemed intangible income” of such corporation multiplied by a
fraction equal to the “foreign-derived deduction eligible income” of such corporation over
the “deduction eligible income” of such corporation.’®3* Specifically, the regulations provide
that FDII means the corporation's deemed intangible income multiplied by the
corporation's “foreign-derived ratio” for the year.'** The corporation's foreign-derived
ratio for the year is the ratio (not to exceed one) of the corporation's foreign-derived
deduction eligible income for the year to the corporation’s deduction eligible income for
the year.'®* The corporation’s deemed intangible income for the year means the excess, if
any, of its deduction eligible income for the year over its “deemed tangible income return”
for the year.'®® The corporation’s deemed tangible income return means 10% of its
qualified business asset investment (QBAI) for the year.'®>” These computations and
associated definitions are discussed in more detail in XI1.D., below.

1933 5250(b)(1).

1934 Reg. §1.250(a)-1(c)(2), §1.250(b)-1(b).

1935 Reg. §1.250(b)-1(c)(13). If a corporation has no foreign-derived
deduction eligible income for a taxable year, the corporation's foreign-
derived ratio is zero for the taxable year.

1936 5250 (b)(2)(A); Reg. §1.250(b)-1(c)(3).
1957 §250(b)(2)(B); Reg.

For purposes of the _ deduction, GILTI means, with respect to a domestic corporation
for a taxable year, the corporation’s GILTI inclusion amount under §951A and Reg.
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D. Contribution Limitations

The amount that a taxpayer is allowed to contribute to a Coverdell ESA is phased out ratably
for taxpayers with modified adjusted gross income®2' between $95,000 and $110,000
($190,000 and $220,000 for joint returns).3? The amount of the allowable contribution is
reduced by an amount that bears the same ratio to $2,000°2 as the excess of the taxpayer's
modified adjusted gross income over $95,000 ($190,000 for joint returns)*2* bears to $15,000
($30,000 for joint returns).32%

321 Modified adjusted gross income includes amounts otherwise excluded with
respect to income earned abroad (or income from Puerto Rico or U.S.

possessions). 5530(c)(2).
322 §530(€)(1)(A).

323 §530(b)(1)(A)
324 5530(€)(1)(A).
325 §530(€)(1)(B).

2000+ (Modifed G- $95000) S15000]

Example: T, who files a joint return, has modified adjusted gross income of $196,000. The
maximum amount T may contribute to a Coverdell ESA is reduced by $400, i.e., $2,000 x
[($196,000 - $190,000) + $30,000], or $2,000 x .2. Thus, the maximum amount T may
contribute to a Coverdell education savings account is $1,600 ($2,000 ~ $400).

Corporations and other entities (including tax-exempt organizations) are permitted to make
contributions to Coverdell ESAs, regardless of the income of the corporation or entity during
the year of the contribution.32®

326 See §530(€)(1) (income limits only apply to individuals).
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Net CFC tested income is the excess (if any) of (A) the shareholder's aggregate pro rata share of
the tested income of each CFC for which the shareholder is a U.S. shareholder, over (B) the
shareholder's aggregate pro rata share of the tested loss of each CFC for which the
shareholder is a U.S. shareholder.?** In each case, the aggregate pro rata share is for the
shareholder's tax year, determined for each CFC tax year that ends with or within the
shareholder's tax year.?*

24 5951A(c)(1).
245 5951A(c)(1); Reg. §1.951A-1(c)(2).

Net CFC Tested Income = Aggregate Pro Rata Share of Tested Income — Aggregate Pro Rata Share
of Tested Loss

GILTI = Aggregate Pro Rata Share of Tested Income ~ Aggregate Pro Rata Share of Tested Loss —
Net Deemed Tangible Income Return

As described below in 111.D.1., net deemed tangible income return is equal to the excess of 10%
of the shareholder's pro rata share of qualified business asset investment (QBAI) of each CFC
with positive tested income, over certai erest expense taken into account in determining
the shareholder's net CFC tested incoﬁ

Net Deemed Tangible Income Return = 10% x Qualified Business Asset Investment (QBAI) -
Specified Interest Expense

GILTI = Aggregate Pro Rata Share of Tested Income — Aggregate Pro Rata Share of Tested Loss —
[10% x Qualified Business Asset Investment (QBAI) - Specified Interest Expense]

A. GILTI Calcula
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a. (g Introduction —

For net stock repurchases occurring after December 31, 2022, a nondeductible excise
tax is imposed on each “covered corporation” equal to 1% of the fair market value
(FMV) of any stock the corporation repurchases during the taxable year.** A covered
corporation is any publicly traded, domestic corporation.®®*2 In determining the
taxable amount of a stock repurchase, a covered corporation must subtract, pursuant
to a netting rule, the FMV of any stock issued during the taxable year, including any
stock issued or provided to employees of the covered corporation or a specified
affiliate (defined in X1.G.1.d., below). Thus, only repurchases that exceed the value of
all stock issued are subject to the tax.%*3

9031 54501(a), §275(a)(6), added and amended by the Inflation
Reduction Act, Pub. L. No.117-169, §10201. See also the Federal
Excise Tax Navigator.

2032 54501(b).

9033 §4501(c)(3). If a covered corporation's taxable year begins before
January 1, 2023, and ends after December 31, 2022, and the
corporation engages in a taxable repurchase of its stock during the
taxable year (but after December 31, 2022), the corporation may
subtract the FMV of any stock issued at any time during the taxable
year in determining the taxable amount of the stock repurchase.

Notice 20:

Treasury and the IRS released Notice 2023-2, providing interim guidance on the stock
repurchase excise tax, including examples illustrating the operating rules set forth in
section 3 of the notice. Treasury and the IRS intend to include rules and procedures
set forth in the notice in forthcoming proposed regulations, and taxpayers may rely on
the operating rules until proposed regulations are issued.?®> Treasury and the IRS
also requested comments on the rules set forth in the notice and in response to
specific questions posed in the notice.®>
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(2) Contributions to Employer-Sponsored Retirement Plans —

If a covered corporation repurchases stock and contributes to an employer-
sponsored retirement plan stock of the same class, the corporation’s excise tax
base is reduced by the aggregate FMV of the stock repurchased during the taxable
year divided by the number of shares repurchased and multiplied by the number
of shares contributed. If the covered corporation contributes stock of a different
class to the retirement plan, the amount of the reduction is the FMV of the stock
at the time of the contribution. In either case, the reduction cannot be more than
the aggregate FMV of the stock of the same class or a different class, respectively,
that was repurchased during the taxable year.%%333

99333 Notice 2023-2, §3.07(3); see also §4501(e)(2).

For purposes of determining the reduction to the excise tax base, a covered
corporation may treat stock contributions to an employer-sponsored retirement
plan as having occurred in the prior taxable year if the stock is contributed by the
filing deadline for Form 720, Quarterly Federal Excise Tax Return, for the first full
quarter after the close of the corporation's taxable year. Stock contributions
treated as occurring in the taxable year to which the Form 720 applies cannot be
treated as occurring in any other taxable year.%33*

29334 Notice 2023-2, §3.07(3)(d).

(3) Dealer in Securities in the Ordinary Course of Busines:
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Calculation

The tax on chemical sales is calculated by multiplying the numbers of tons of the
taxable chemical sold or used by the manufacturer, producer, or importer by the
applicable tax rate. In the case of a fraction of a ton, the tax is calculated by adding the
number of whole tons (if any) and the number of fractional tons of the taxable
chemical, and then multiplying the sum of those numbers by the tax rate applicable to
the taxable chemical.''3

1213 prop. Reg. §52.4661-1(f)(1). See Formulas lllustrated, §4661:
Superfund Tax.

In the case of a taxable chemical that is part of an imported chemical mixture that is
not a taxable substance, tax is imposed on the actual weight of each taxable chemical
in the chemical mixture at the time of sale or use of the chemical mixture by the
importer. If there are multiple taxable chemicals in the chemical mixture, the amount
of tax is calculated separately for each taxable chemical in the chemical mixture.'?™*

1214 prop. Reg. §52.4661-1(f)(2). See Formulas lllustrated, §4661:
Superfund Ta

Example: X, a foreign manufacturer of potassium hydroxide, sells 10 tons of potassium
hydroxide to Y, a domestic corporation. Y enters the 10 tons of potassium hydroxide
into the United States for consumption, use, or warehousing, and then sellsitto Z, a
domestic corporation. Result: Under these facts, Y is the importer of the potassium
hydroxide. The tax on chemicals attaches when Y sells the potassium hydroxide to Z. Y
is liable for the tax on chemicals. The tax on chemicals is calculated by multiplying 10
tons (the weight of the potassium hydroxide) by $0.44 (the rate of tax per ton of
potassium hydroxide). The amount of tax is $4.40.121%

1215 prop. Reg. §52.4661-1(g)(1).
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Specifically, for purposes of the REIT distribution requirement, the deduction for dividends paid
(computed without regard to capital gain dividends) for the taxable year must equal or exceed:

(A) The sum of:

(i) 90% of real estate investment trust taxable income (REITTI)®*® computed without regard
to distributions and excluding net capital gain; and

6% §857(a)(1)(A)(i). REITT! is defined in §857(b)(2). See VI.B., below, for
discussion of REITTI.

(ii) 90% of the excess of net income from foreclosure property over the tax on such
income;

minus:

(B) any excess noncash income (as determined under §857(e)).5%°

699 §857(a)(1)(A)(ii), 5857(a)(1)(B). For a visual depiction of the formula in
§857(a)(1), see Formulas lllustrated, $857(a)(1): REIT Minimum Distribution

Requireme:
Several points concerning this requirement are no(ewort!y First, the requirement is defined by

reference to the DPD; therefore, only distributions that qualify for that deduction will count in
meeting the distribution requirement.”® Second, for purposes of measuring the DPD and the
required distribution, capital gain dividends and net capital gains are excluded.”® Finally, there
is statutory relief for certain, but not all, items of noncash income.”®?
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1. fg] Net Operating Losses Arising in Tax Years Beginning After December 31, 2020

For net operating losses arising in tax years beginning after December 31, 2020, the net
operating loss deduction for a given tax year is equal to the lesser of:14%°

14%0 §172(a)(2). For a visual depiction of the formula in §172(a)(2), see
Formulas lllustrated, §172(a)(2): Net Operating Losses Post-2020
Deduction.

« the aggregate of the net operating losses arising in tax years beginning before
December 31, 2017 carried forward to such tax year, or

+80% of taxable income computed without regard to the net operating loss deduction,
the qualified business income deduction, or the FDII and GILTI deduction, over the
aggregate amount of net operating losses arising in tax years beginning before
January 1, 2018 carried to such tax year.™*!

1491 The 80% limitation does not apply to non-life insurance

(PR —

Example: 80% limitation applies. T, a calendar year taxpayer, incurs a $100,000 net operating
loss in 20X1, a tax year beginning after December 31, 2020. The 20X1 net operating loss is
a carryover to 20X2 and succeeding tax years.™%? For 20X2, T has taxable income of
$80,000, computed without regard to the net operating loss deduction. The 80% limitation
applies because $64,000 ($80,000 x 80% = $64,000) is less that the net operating loss
carryover of $100,000. T's taxable income for 20X2 is $16,000 ($80,000 taxable income —
$64,000 net operating loss deduction = $16,000). The amount of $36,000 ($100,000 20X1
net operating loss - $64,000 20X2 taxable income = $36,000 remaining loss) remains to be
carried over to 20X3.14%3
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B. Basis to the Transferor
1. [3) In General —

Two rules govern the basis of stock or boot received by a transferor in a 8351 exchange: (1)
the basis of stock received by a transferor is equal to the basis of the property transferred
to the controlled corporation, decreased by the amount of money and the fair market
value of other property received by the transferor and increased by the amount of gain
recognized by the transferor;%® and (2) the basis of any boot received by the transferor is
equal to its fair market value.®*

868 §358(a)(1). The statute provides that the basis of the property received
by the transferor is also increased by the amount treated as a dividend
and decreased by any loss recognized by the transferor on the exchange.
(Note, however, that the transferor recognizes no loss on a §351
exchange). For a visual depiction of the formula in §358(a)(1), see
Formulas lllustrated, §358(a)(1): Basis to Distributees. See IV.H., above, for
a discussion of circumstances in which property received by a transferor is
treated as a dividend rather than boot.

869 §358(a)(2). The IRS has suggested that it may disregard the §358 rules
for determining basis when a capital contribution artificially increases the
basis of a controlled corporation's stock. See FSA 199939014 (a corporate
parent contributed cash to its wholly owned subsidiary, which then lent
contributed money back to parent; the parent later sold the subsidiary and
claimed loss; the National Office, citing Gregory v. Helvering, 293 U.S. 465
(1935), advised that the parent was not entitled to the loss because it
suffered no real economic loss on the series of transactions).

n analyzes applying it to the following three situations

(1) the transferor receives only qualifying property (i.e., stock of the transferee
corporation) from the transferee corporation (discussed in VI1.B.2., below); (2) the
transferor receives money or other property (i.e., boot) from the transferee corporation in
addition to stock of the transferee corporation (discussed in VII.B.3., below); and (3) the
transferor transfers more than one item of property to the transferee corporation in
exchange for stock (discussed in VI1.B.4., below).





