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Is the business a 
C-Corporation?

Does the business income 
include your salary, 

dividends or capital gain of 
stock owned?

Sorry, you are not eligible 
for a QBI deduction 

because your income 
exceeds the threshold.

A partial QBI deduction is 
available, but is still subject 

to following limit.

Do you have multiple 
businesses with some 

operating as an SSTB and 
some as a non-SSTB?

Does your personal 
taxable income, before 

the QBI deduction, 
exceed $163,300 
($326,600 MFJ)?

Does a non-SSTB have 
50%-or-more common 

ownership with an SSTB 
and provide 80% or more 
of its property or services 

to the SSTB?

Does your personal 
taxable income (including 

capital gains) exceed 
$213,300 for individuals 

($426,600 MFJ)?

Is the SSTB gross revenue 
for the taxable year de 

minimis (less than 10% if 
gross revenue is below $25 

million, less than 5% if 
gross revenue is greater 

than $25 million)?

These sources of income 
are not includable in the 

QBI calculation.

Is some income generated 
from non-SSTB activities?

The non-SSTB will be 
treated as part of the 

SSTB.

The QBI must be 
calculated separately for 

each business.

The QBI deduction is the 
lesser of 20% of QBI or the 

greater of either 50% of 
the business’s W-2 wages 
or 25% of the business’s 
W-2 wages plus 2.5% of 
the unadjusted basis on 

qualified property.

The QBI deduction is the 
lesser of 20% of QBI or the 

greater of either 50% of 
the business’s W-2 wages 
or 25% of the business’s 
W-2 wages plus 2.5% of 
the unadjusted basis on 

qualified property.

Does a non-SSTB have 50% 
or more common 

ownership with an SSTB, 
and has either an 
independant cost 

structure or have revenues 
more than 5% of the 

combined revenues of 
both businesses (the 

“incidental-to-SSTB rule”)?

You qualify for a deduction 
for the lesser of 20% of 

QBI or 20% of your 
personal taxable income 

(not including capital 
gains).

NoYes

YesNo

YesNo

YesNo
YesNo

NoYes

NoYes

NoYes

NoYes

NoYes

NoYesSorry, you are not eligible 
for the QBI deduction.

The whole business is 
treated as a non-SSTB.

The whole business is 
treated as a SSTB.

2020 · AM I ELIGIBLE FOR A QUALIFIED BUSINESS INCOME (QBI) DEDUCTION?

Only the portion of the 
property or services 

provided to the commonly 
owned SSTB will be treated 
as an SSTB. The remaining 
portion will not be treated 

as an SSTB.

Does the business operate 
as a Specified Service 

Trade Business (SSTB), 
such as health, law, 

consulting, accounting, 
performing arts, athletics 

& financial services?
Do you have “Qualified 

Business Income”, which is 
net income of the business 

after all business 
deductions have been 

claimed?

Start Here
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LOOKING FOR A FIDUCIARY, FEE-ONLY ADVISOR?

ABOUT US:

Cove Financial Planning is a fiduciary, fee-only Registered Investment Advisor that provides comprehensive financial planning and
investment management services with a focus on Socially Responsible Investing (SRI). Cove primarily works with clients virtually
across the country. Their mission is to help individuals and families align their financial plan and investments with their future
goals as well as their core values.

Cove has been featured in national publications including The New York Times, USA Today, CNBC, Business Insider, Investment
News, Financial Planning Magazine, Investor's Business Daily, MarketWatch, NerdWallet and Bustle.

Visit our website for more information or to schedule a free initial consultation call.

Disclosure: Cove Financial Planning is an Investment Advisor registered with the state of Wisconsin. This communication is not
intended as an offer or solicitation to buy, hold, or sell any financial instrument or investment advisory service. We do not
guarantee the accuracy or completeness of any description of securities, markets, or developments mentioned. The information
provided is subject to change without notice.

Ben Smith, CFP®, Founder & Financial Planner
ben@coveplanning.com | 952-807-4060 | www.coveplanning.com

https://www.coveplanning.com/

