2026 Federal Tax Update- Business

Table of Contents

TAB 1: 2026 General Business Topics							1
2026 Business Tax Provisions Inflation Adjustments (Notice 2025-32)		1
IRS Industry Specific Info for Businesses						2

Business v. Hobby (§183)								3
Generational Rancher’s Losses Were From a Business			3
Overview									3
Ranching as a stand-alone activity						3
Court rules ranch is a trade or business and allowed loss deductions	4
Software Development & Real Estate Development – Yes; Mulching – No	4
Overview									4
Businesses analyzed separately						5

Employee Business Expenses							7
Auto Expenses								7
Overview									7
Standard mileage rates update						7
Standard mileage rate and depreciation recapture				7

Business Meals and Entertainment						9
Meal expenses							9
Regulations impose additional rules for deductible meals		9
50% limitation to meal deduction					9
Exceptions to the 50% business meal limitation			10
Other meal expense reporting rules					11
OBBBA eliminated deductions for some employee meals		11

Per Diems for Meals, Lodging, and Incidental Expenses			12
When can per diem rates be used					12
Per diem amounts							12
Partial day per diems							13
Most Common Current Per Diem Rates				13

Accountable Plans for Employee Business Expenses			13
Accountable Plan VS Non-Accountable Plan				14
Sample Accountable Plan						15
		
Employee Business Expenses Qualified for Employer Reimbursement	16

2026 Small Business Tax Exceptions							17
Overview and Legislative Background					17

§448(c) Gross Receipts Test — 2026 Mechanics				17
Inflation-Adjusted Thresholds — Annual Progression		17

Exception 1 — Cash Method of Accounting					18
Exception 2 — UNICAP Exemption (IRC §263A)				19
Exception 3 — Simplified Inventory Methods (IRC §471(c))			20
Exception 4 — Long-Term Contract PCM Exemption (IRC §460)		21
Exception 5 — Business Interest Deduction Exemption (§163(j))		22
Summary — All Five Exceptions at a Glance (2026)				22

Special Rules, Traps, and Anti-Abuse Provisions				23
Tax Shelter / Syndicate Disqualification				23
New Businesses and Short Tax Years				24

Recent Developments — 2025-26 Guidance, Cases, and Law Changes	24
Annual Small Business Exception Planning Checklist			26
Key Citations and Online Resources						26

Qualified Business Deduction Update (§199A)					27
§199A Part I - 20% of Qualified Trade or Business Income			28
High Income Taxpayers Restrictions						29
Schedule E Income – Is It a Trade or Business?				32
Trade or Business – Related Court Cases Summary			39
Partners and Guaranteed Payments						39

General Business Topics								42
Business Loss Deduction							42
Percentage of Completion for Residential Construction			42
Huge Change for Marijuana Businesses					42
Interest Computation Calculators Available For Form 8697 IR-2026-70)	43

Can’t Have a Tax Class in 2026 Without Mentioning AI				44


TAB 2: Business Pension Plans								47
DOL Reports Latest Pension Plan Statistics						47
Highlights from the DOL Bulletin						47
2025 Retirement Savings Account Balances by Age				48

Many Retirement Plan Options Available to Employers				48
2026 Pension Comparison Summary						49

Savings Incentive Match Plan for Employees or Small Employers			50
A Tale of Two SIMPLE IRAs 							51
SIMPLE IRAs and Roth Components					56
Additional SIMPLE Information						57

Qualified Retirement Plans								58
2026 Retirement Plans Limits (Notice 2025-67)				58
New Rules for Qualified Plan Direct Rollovers (Notice 2026-49)		59
§401(k) Plans									60
Qualified Roth Contribution Programs -Designate Elective Deferrals	60
Form W-2 or Form 1099-R Reporting Summary				64
Unique Plan Catch Up Rules for §403(b) and §457 Plans			65
Student Loan Payments as Elective Deferrals				67
Extensive Retirement Plan Resources on IRS Website			68

TAB 3: Depreciation										69
Basis (IRC §1011)									69
Ownership & Qualification							70
ADR Class Life Table								72
Notable Depreciable Lives							75
IRS Depreciation Information and Guides					75

Big Changes to 2026 Version of Form 4562						76
Section 179 Expensing							77
§179 Limits Chart								78
Taxable Income Adjustments for §179 Income Deduction Limit		82

§179 Recapture on Asset Sales by Pass-Through Entities –K-1 Reporting		84
Planning Ideas								84

Bonus Depreciation									86

Qualified Production Property (QPP) Deduction Added (§168(n); Notice2026-16)	89
Qualified Production Activities (Notice 2026-16)				92
QPP Depreciation and Recapture						96
Other Notable QPP Rules and Definitions					97
Making the election								98
Bonus Qualifying Assets							100

Class Life is the Question – ATG Has the Answer (Cost Segregation ATG)		100

Luxury Automobile Deprecation							101
Luxury Auto Deprecation Limitations						101

Listed Property Rules									102
Depreciation and Reporting Requirement Summary				102

Fixing The Error – How Do We Solve Depreciation Mistakes?			104
Change in Accounting Method Form 3115					104
Rev. Proc. 2015-13								106


TAB 4: Payroll and Payroll Related Tax							109
Payroll, Payroll Related Tax and Fringe Benefits					109

Form 1099 Reporting Changes							109
1099 Filing Thresholds Increased for the First Time in Decades		109
Changes to Info Returns to Accommodate OBBBA Related Changes	109
Form 1099-MISC revised for 2026.						110

Qualified Employer Fringe Benefits							113
Achievement Awards								115
Group Term Life Insurance							116
Employer Compensation for Injury or Sickness				118
Other Health Related Benefits						118
Healthcare Fringe Benefits							120
Business Owners’ Health Insurance Treatment				121

Dependent Care Assistance Programs						137

Other Fringe Benefits Excluded from Employee Gross Income			138
Employer-Provided Cell Phones						141

Other Payroll and Related Tax Developments					143
Social Security Rates and Limits						143
Early Retirement Social Security Earnings Limit				143
Social Security Overpayments Due to Excess Earned Income		143

Shark Attack Medicare Tax – IRMAA							144
2024 Modified Adjusted Gross Income					145
Employee v. Independent Contractor – IRS v. DOL				146
IRS Updates Act §530 Guidance for the First Time in Decades		150
New examples to demonstrate the application of Act §530 			152


TAB 5: Corporations										155
Business Entity Filing Overview							155
Business Entities – Who Gets Audited					156

Entities and BOI Reporting – 2026 Version!						156

§1202 Stock Update and Review							157
Capital gain exclusion for QSBS owners					159
QSBS Acquisition Chart							160

QSBS Qualification Checklist								163
Ordinary Loss Allowed on Stock Disposition						166
C Corporation Charitable Deductions							168
2026 Draft S Corporation K-1								170
Non-Taxable Reorganizations Under §355						171
IRS Reverses Course – Form 7216 and Related Reporting Gone 			171
Pass Through Entity Tax - SALT Tax Deduction Workarounds			173
Split-Dollar Life Premiums Taxable to Shareholder					175
Constructive Dividends								176
Miscellaneous Corporation Developments						178


TAB 6: Partnerships & LLCs									179
LLCs and Partnerships in General							179
2026 LLC Preparation & Review Checklist					180	

Partnership Forms Update								183
No Significant Changes to 2026 Form 1065 Expected			183
Basis Reporting for Partner(s) Who Receive Property Distributions		183
Form 8308 – Partnership Interest Transfers with Hot Assets		184

Limited Partners, LLC Members and Self Employment Tax – Yes, Again! Or Still!	187
IRS Issues Final Regulations to Combat Abusive Conservation Easements	192
Electing Out of Partnership Tax Treatment						195
IRS Small Business/Self Employed Partnership Job Aid				197
Partnership Elections Grid								199


TAB 7: Qualified Opportunity Zones								201
Qualified Opportunity Zone (QOZs) Highlights and Important Changes		201
Qualified Opportunity Zones Overview (§1400Z-1) – Overview			201
Qualified Opportunity Zones (§1400Z)						202

Primary Terms and Abbreviations Definitions (Notice 2026-40)			203
How It All Works – A Step-by-Step Synopsis					204

Tax Benefits Related to Investing in Opportunity Zones				205
Temporary tax deferral on realized capital gains				205
QOF Investments, Decedents and Trusts					205
Portion of realized capital gains permanently excluded			208
Any appreciation in a QOF investment held at least 10 years is tax free	209

Now We Know Why – Let’s Talk About Who, What and When			209
The 180-Day Rule and Transition to New OBBBA Rules			211

QOFs – The Details									213
QOFs and the 90% Asset Test						216
QOZB Working Capital Exception						219

Real Property and QOZ Business Property						220
Investments Not Equal to Deferred Gain – Mixed Funds				223
10-Year Appreciation Basis Step-up Rule Revisited					225
Special Election Makes 10-Year Basis Step-Up Rule Work 				225
Notification Requirements for S Corporations and Partnerships			227
Using QOF Investments as Loan Collateral						227
Designation of QOZs									227
How Are QOF and QOZ Investments Reported?					228


TAB 8: Business Tax Credits									233
Business Tax Credits – Overview							233
OBBBA Business Tax Credit Changes					233

FICA Tip Credit									234
Employer Dependent Care Credit							235
Paid Family and Medical Leave Credit						238
New Energy Efficient Home Credit							239
Advanced Manufacturing Production Credit						239
Advanced Manufacturing Investment Credit						240
	
Research Credit									240
Qualified Research Expenditures						241
Possible Expenses for Research Credit					245
R&D Credit Computation							248
Regular R&D Credit Calculation						248

Alternative Simplified Credit								250

Table of Contents
Copyright © 2026, Jennings Advisory Group, LLC [image: A purple and white logo

AI-generated content may be incorrect.]
image1.jpg
(QTaxSpeaker




