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Recent Tax Law Changes
REBECCA MILLER



Tax Cuts and Jobs Act 
TCJA – PUBLIC LAW NO. 115-97

 TCJA amended the Internal Revenue Code of 1986.
 Major elements include reducing tax rates for businesses and individuals; a personal tax 

simplification by increasing the standard deduction and family tax credits but eliminating personal 
exemptions and making it less beneficial to itemize deductions; limiting deductions for state and 
local income taxes (SALT) and property taxes; further limiting the mortgage interest deduction; 
reducing the alternative minimum tax for individuals and eliminating it for corporations; reducing 
the number of estates impacted by the estate tax; and repealing the individual mandate of the 
Affordable Care Act (ACA).

 Most of these changes are effective 1/1/2018, unless otherwise noted. 



Changes to Individual Income Tax
TAX BRACKETS

 Lowers most individual income tax rates, including the top marginal rate from 39.6% to 37%. 
Retains the current seven-bracket structure but the brackets are modified.

 The bottom rate remains at 10%, but it covers twice the amount of income compared to the 
previous brackets.

 Indexed for inflation. 
 Scheduled to “sunset” (expire) in 2025 unless extended by Congress.
 Effective 1/1/2018.
 Largely eliminated the “marriage penalty.” 



Changes to Individual Income Tax
2018 TAX BRACKETS

Single Filer: 
2017 Law Tax Cuts and Jobs Act
10%     $0-$9,525 10%     $0-$9,525
15%     $9,525-$38,700 12%     $9,525-$38,700
25%     $38,700-$93,700 22%     $38,700-$82,500
28%     $93,700-$195,450 24%     $82,500-$157,500
33%     $195,450-$424,950 32%     $157,500-$200,000
35%     $424,950 -$426,700 35%     $200,000-$500,000
39.6% $426,700+ 37%     $500,000+



Changes to Individual Income Tax
2018 TAX BRACKETS

Married Filing Joint
2017 Law Tax Cuts and Jobs Act
10%    $0-$19,050 10%     $0-$19,050
15%     $19,050-$77,400 12%     $19,050-$77,400
25%     $77,400-$156,150 22%     $77,400-$165,000
28%     $156,150-$237,950 24%     $165,000-$315,000
33%     $237,950-424,950 32%     $315,000-$400,000
35%     $424,950 -$480,050 35%     $400,000-$600,000
39.6% $480,050+ 37%    $600,000+



Changes to Individual Income Tax
STANDARD DEDUCTION/ITEMIZED DEDUCTION
 In 2017 (and prior years) you could take either the standard deduction or you could itemize your 

deductions.  This remains the same in 2018 but the deduction amounts are changing. 
 Beginning 1/1/2018, the standard deduction increases as follows: 

2017 Law Tax Cuts and Jobs Act
Single - $6,500 Single - $12,000
Head of Household - $9,550 Head of Household - $18,000
Married Filing Joint - $13,000 Married Filing Joint - $24,000

 Approximately 70% of U.S. households took the standard deduction in 2017. 
 The Personal Exemption has been eliminated effective 1/1/2018 ($4,050 in 2017).



Changes to Individual Income Tax
ITEMIZED DEDUCTIONS

 State and Local Taxes 
 In 2017 (and prior years), you could generally deduct the amount you paid for state and local income 

taxes, including real estate taxes, as an itemized deduction.  
 Beginning 1/1/2018, you can still itemize state and local taxes but there is a cap of $10,000. 

 Mortgage Interest
 In 2017 (and prior years), you could deduct the amount you paid each year on mortgage debt, up to $1 

million, and you could deduct up to $100,000 in interest you paid on a home-equity loan or line of credit. 
 Beginning 1/1/2018, you can deduct the interest you paid on mortgage debt up to $750,000 which 

includes your principal residence and one other “qualified residence.”  Home equity interest is no longer 
deductible. 



Changes to Individual Income Tax
ITEMIZED DEDUCTIONS

 Medical Expenses
 Prior to 2017, you could deduct out-of-pocket medical expenses that exceeded 10% of your 

AGI (adjusted gross income) (but not the expenses that amounted to the first 10%). 
 In 2017 and 2018, you can deduct out-of-pocket medical expenses that exceed 7.5% of 

your AGI.
 In 2019, the deduction goes back up to 10% of your AGI. 

 Charitable Contributions 
 No changes in new law.



Changes to Individual Income Tax
CHILD TAX CREDIT

 The Child Tax Credit for 2017 is $1,000 and starts to phase out (reduce in part) 
at $110,000 of income for married filing joint and $75,000 of income for single 
filers. 

 The TCJA doubles the child tax credit to $2,000 (beginning 1/1/2018) while 
increasing the phase out to $400,000 of income for married filing joint and 
$200,000 of income for single filers. 
 $1,400 of the new credit will be refundable (meaning taxpayers can receive money back 

even if they have no tax liability). 



Changes to Individual Income Tax
ALTERNATIVE MINIMUM TAX

 Currently, the AMT is an alternative way of calculating income tax due, to make 
sure that people with a lot of deductions don’t pay too little in tax. It often 
impacts higher income families, especially in states where the state income tax 
is high. 

 The TCJA does not eliminate AMT but (through 2025) it will apply to fewer 
people and kick in at higher income levels. 



Changes to Individual Income Tax
ALIMONY

 Under the old law, alimony was a deductible expense for those paying it and 
income for those who received it. 

 Under the new law, alimony is no longer a deductible expense for those paying 
it and it is no longer income for the person receiving it. 
 This change takes effect for divorce and separation agreements executed on or after 

1/1/2019. 
 For agreements executed on or before 12/31/2018, they will stay as is, unless they are 

modified after 1/1/2019 by specifically referencing the new law. 



Changes to Individual Income Tax
MOVING EXPENSES

 Under the old law, taxpayers could deduct moving expenses, even if they didn’t 
itemize, as long as their new workplace was at least 50 miles farther from their 
old home than the old job location was from their old home. 

 Under the new law, moving costs are generally not deductible (although there 
are some exceptions for military personnel). 



Changes to Individual Income Tax
WHAT DID NOT CHANGE?

 Student Loan Interest.
 Adoption Assistance Programs. 
 Dependent Care Accounts. 

 Specifically, workplace dependent care savings accounts that allow employees to put away 
$5,000 free of income tax each year. 

 Capital Gains When Selling a Home. 
 With some exceptions, a married couple filing jointly can still exclude up to $500,000 in 

capital gains on the sale of their primary residence (and a single person can exclude up to 
$250,000).



Changes to Individual Income Tax
WHAT DID NOT CHANGE?

 401(k) Tax Break.
 Specifically, the amount of pre-tax money taxpayers could put into their workplace savings 

accounts. 
 Teacher Deduction.

 Teachers can continue to take a $250 deduction for money they spend on certain job-
related and classroom expense. 

 Electric Cars.
 Buyers of qualifying plug-in electric vehicles (e.g. Chevrolet Bolt or Tesla’s vehicles) can 

sometimes still get up to a $7,500 tax credit.



ACA – Affordable Care Act
OBAMACARE

 Individual Healthcare Mandate.
 The amount of the individual shared responsibility payment (penalty for not carrying health insurance) 

will be reduced to zero effective for months beginning after December 31, 2018 but the individual 
mandate remains the law.

 The penalty still applies for tax years 2017 and 2018. 
 Meaning, beginning 1/1/2019, you are still required to have health insurance – but there is no penalty 

for failure to do so. 

 Employer Shared Responsibility.
 Employers with fewer than 50 full-time employees are not subject to the mandate to cover employees 

with health insurance. 
 Employers with more than 50 full-time employees are subject to the mandate to cover employees with 

health insurance. 



Federal Estate Tax
 In 2017, estates pay 40% federal tax on inherited property but the tax is waived if the estate is 

under $5,490,000 (adjusted for portability for married couples to $10,980,000). 
 In 2018, the exemption amount is increased to $10 million (from the base exemption of $5 

million set in 2011 and adjusted for inflation).
 For 2018, the adjusted amount is $11.2 million or $22.4 million for married couples utilizing portability. 
 This applies to the estates of people who die after December 31, 2017 but before January 1, 2026 

(and also to gifts made during that time frame). 
 As a result, fewer estates will be subject to the federal estate tax. It is estimated that taxable estates 

would drop from 5,000 under current law to 1,800 under the new law.
 Some clients may wish to utilize this higher exemption by gifting before the law potentially sunsets. 
 The new tax bill does not make changes to stepped-up basis at death. 



529 Plans
EDUCATION SAVINGS ACCOUNTS

 Prior to the new law, you could invest money in a 529 plan which would grow 
free of any capital gains tax and withdraw the earnings tax-free to pay for higher 
education expenses. 

 Under the new law, nothing changes with regard to higher education but now 
taxpayers can withdraw up to $10,000 per year, per child, to pay for private or 
religious school and receive the same tax benefits. 



Federal Income Tax
WITHHOLDING

 The IRS has released updated income-tax withholding tables.
 The new tables reflect the increase in the standard deduction, repeal of personal exemptions and the 

changes in tax rates and brackets. 

 The updated tables reflect the new rates for employers to use during the 2018 
tax year.  

 Employers are instructed to use the new tables as soon as possible, and no 
later than 2/15/2018. 



Federal Income Tax
WITHHOLDING

 The new tables are designed to work with the Form W-4 that employers already 
have on file so there is no need to request new forms from employees.  
However, it is possible that with the new tables an employee may want to 
change their Form W-4 because they most likely do not want to withhold too 
little and end up with a tax bill at the end of the year. 
 The IRS will update the withholding calculator on their website by the end of February of 2018.  It is a 

good idea for everyone to run their specific tax situation through the calculator to make sure enough 
federal tax is being withheld. 



Changes to Business Tax
PASS THROUGH ENTITIES

 Prior to the new law, people who owned small businesses of various sorts 
generally paid income tax based on the normal rate for individual taxes.  Often, 
they are involved in or run partnerships, sole proprietorships, limited liability 
companies and “S” corporations. 

 The new law makes a big change to the way pass through business income is 
taxed. Under the new law, taxpayers with pass through businesses will be able 
to deduct 20% of their pass through income. For example, if you own a small 
business and it generates $100,000 in profit in 2018, you'll be able to deduct 
$20,000 of it before the ordinary income tax rates are applied.



Changes to Business Tax
PASS THROUGH ENTITIES

 There are phase out income limits that apply to "professional services" business 
owners such as lawyers, doctors, and consultants, which are set at $157,500 
for single filers and $315,000 for pass through business owners who file a joint 
return.
 Architects and engineers are exempt from the phase out limits. 

 As a result, higher earning doctors, lawyers, accountants, etc. could have net 
tax increases after 2017 despite lower tax rates because these businesses will 
lose most of their state and local tax deductions. 



Changes to Business Tax
PASS THROUGH ENTITIES
 This could prompt many of these business owners to consider switching to “C” corporation 

status as the top corporate tax rate will be 21%, while the top statutory income tax rate on 
service providers who don’t qualify for the pass through break would be 37%.
 “C” corporations are also subject to two layers of tax – one on income at the corporate level and one on earnings 

when they are paid out as dividends. 
 For this reason, service firms that are looking to expand or have cash flow they don’t need to pay out will want to 

look at becoming a “C” corporation to get the benefit of the 21% rate. 
 However, while a switch to a “C” corporation can be relatively easy, a switch back to a pass-through entity can be 

tricky (and expensive).  If the owner is looking to sell or merge their business, a “C” corporation will incur two levels 
of tax while a pass-through entity will only incur one level of taxation. 

 The bottom line?  Each entity will having different circumstances resulting in a different answer regarding entity 
selection moving forward. 



QUESTIONS?



THANK YOU
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