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I.R.C.	section	199A	Deduction
• President Trump’s 2017 tax cut created a new deduction pursuant to 

Internal Revenue Code Section 199A (“199A Deduction”) for the 
owners of certain businesses that operate as a sole proprietorship, 
partnership, LLC, or S corporation.

• Generally, the 199A Deduction is equal to twenty percent (20%) of 
the owner’s allocable share of the business’ net income.  
Importantly, the 199A Deduction will be claimed on the owner’s 
individual income tax return as a deduction after the calculation of 
adjusted gross income, but is not an itemized deduction.

• Owners of Restricted Businesses (which includes physicians), 
however, can fully benefit from the 199A Deduction only if their 
taxable income is below $157,500 for single filers and $315,000 for 
joint filers. For taxable income levels between $157,500 and 
$207,500 for single filers, and between $315,000 and $415,000 for 
joint filers, the 199A Deduction is phased-out. Once taxable income 
levels reach $207,500 for single filers and $415,000 for joint filers, 
the 199A Deduction is completely denied.



I.R.C.	section	199A	Deduction
• Assume, for example, a physician operates a medical practice 

through an S corporation. The physician’s allocable share of the 
corporation’s net income is $150,000 and the taxable income on the 
physician’s joint return that the physician files with his or her spouse 
is $450,000. Because the physician’s taxable income on the joint 
return is greater than $415,000, the physician is not entitled to any 
199A Deduction.

• Assume the same facts as above, except that the taxable income on 
the physician’s joint return is $310,000. Because the physician’s 
taxable income on the joint return is less than $315,000, the 
physician is entitled to a 199A Deduction in the amount of $30,000 
(20% of $150,000). If the physician’s taxable income is between 
$315,000 and $415,000, the physician would be entitled to a 
reduced 199A Deduction.

• The amount of business net income for which the 199A Deduction is 
available does not include reasonable compensation paid by the 
business to the owner of the business, nor does it include 
guaranteed payments paid by a partnership to a partner. 



Recent	Case	Examples
• Chiropractor
• Hospice Care
• Doctor and Tax Attorney 
• Doctor, CPA and Foreign Bank Account 
• Captive Insurance Company

















Streamline	Disclosure
• Program updated because OVDP penalties were too severe for 

many cases
• Such taxpayers were filing quiet disclosures, entering 

and then opting out of the OVDP, or remaining non 
compliant

• 2012 Streamline had eligibility requirements that were too 
narrow.

• Changes under 2014 Streamline greatly expanded eligibility



2014	Streamline	Procedures

• Announced July 1, 2014
• Open Ended
• Expands eligible taxpayers 

SFO/SDO
• SFO- No penalties
• SDO- 5% MOP

• Form 14654- SDO
• Requires foreign financial 

asset information for 6 
year period

• Included computation of 
penalty

• Form 14653- SFO

• Revised	forms	January	2015
- Emphasizes	that	taxpayers	MUST	include	narrative	statement	of		
facts
- Press	Coverage	includes	BNA	Daily	Tax	Report



Voluntary	Disclosure		
The Voluntary Disclosure Practice is a longstanding practice of IRS Criminal 
Investigation (CI). CI takes timely, accurate, and complete voluntary disclosures 
under consideration when determining whether to recommend criminal 
prosecution. A voluntary disclosure will not automatically guarantee immunity from 
prosecution; however, a voluntary disclosure may result in prosecution not being 
recommended.

A voluntary disclosure occurs when you provide a truthful, timely, and complete 
disclosure to CI through designated procedures. It also requires you to:
• Cooperate with us in determining your correct tax liability and
• Make good faith arrangements with us to pay - in full - the tax, interest and any 

applicable penalties you owe.
• A disclosure is timely if we receive it before we have:
• Commenced a civil examination or criminal investigation
• Received information from a third party (e.g., informant, other governmental 

agency, John Doe summons, etc.) alerting us to your noncompliance
• Acquired information directly related to your specific noncompliance from a 

criminal enforcement action (e.g., search warrant, grand jury subpoena, etc.)



Civil	Income	Tax	Audits	by	the	
IRS
Best Practices
Bank Deposits Analysis 



Consequences	of	an	Outstanding	Tax	
Liability		

Notice of Federal Tax Lien  
The IRS files a public document, the Notice of Federal Tax Lien, to 
alert creditors that the government has a legal right to your 
property.

How a Lien Affects You
• Assets — A lien attaches to all of your assets (such as property, 

securities, vehicles) and to future assets acquired during the 
duration of the lien.

• Credit — Once the IRS files a Notice of Federal Tax Lien, it may 
limit your ability to get credit.

• Business — The lien attaches to all business property and to all 
rights to business property, including accounts receivable.

• Bankruptcy — If you file for bankruptcy, your tax debt, lien, and 
Notice of Federal Tax Lien may continue after the bankruptcy.



FTB	Top	500	Delinquent	Taxpayers		

Delinquent taxpayers on the list face an array of consequences:
• If they hold a professional or occupational license, that 

information is noted on the list and the license may be 
suspended until the tax bill is resolved.

• The state may suspend the delinquent taxpayer’s driver 
license until the tax bill is resolved.

• State agencies are prohibited from entering into contracts for 
the acquisition of goods or services with listed taxpayers.

• We publish the names and titles of principal corporate officers 
of corporations on the list.


