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The Basics

A Still seven tax brackets

Married Filing TCJA Married Filing TCJA
Jointly (2018-2025) Separately (2018- 2025)

$01 19,050 10% 0 - $9,252 10%
$19,0507 77,400 12% $9,525171 38,700 12%
$77,4001 165,000 22% $38,7001 82,500 22%
$165,0001 315,000 25% $82,5001 157,500 24%
$315,000 1 400,000 32% $157,500 1 200,000 32%
$400,000 1 600,000 35% $200,000 1 300,000 35%

$600,000 and up 37% $300,000 and up 37%




The Basics

A No more dependent exemption

A Higher child tax credit ($2,000)
i New $500 non-child dependent credit

A Increase in standard deduction

Filing Status Standard Deduction

Single $12,000
Married Filing Jointly $24,000
Married Filing Separately $12,000

Head of Household $18,000




Alternative minimum tax (AMT) changes

A Alternative tax system that parallels the regular federal tax
(with different rates and rules for deductions)

A Increase in exemption amount

A Due to limit on state/local tax deduction and repeal of
miscellaneous deductions, impact should be less
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Dividend and capital gains rates unchanged

A The top tax bracket for qualified dividends
and capital gains is 20%
(23.8% if the net investment
income tax applies).

15% for MFJ taxpayers
with between $77.2k and
$479k taxable income

Her eds t he br elERcIgVIsNREY LV
with < $77.2k taxable
iIncome

20% for MFJ taxpayers

with taxable income
greater than $479k




Itemized deductions changes

A Repeal of the overall limitation on itemized deductions

A Medical deduction threshold is 7.5% for 2017 & 2018
i Reverts to 10% starting in 2019

A Mortgage interest limited to $750k of debt
I Debt prior to 12/15/17 is grandfathered

A State and local tax deduction is limited to $10k ($5k if MFS)

A Misc. deductions subject to 2% threshold no longer deductible




Misc. itemized deductions subject to 2% AGI

A Unreimbursed employee expenses

A Tax prep fees

A Investment fees/expenses

A Legal fees related to producing income

A Safe deposit fee

é are no longer deductible
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Itemized deductions changes

Home Equity Interesteéeceit

A The new tax law suspends the deduction for home equity
interest from 2018 to 2026 & unless t h e |

oan 1| S u
buil d or substanti al |

y | mprove




Home Equity I ntereste

Example A: Loan Against Equity to Improve

A Acquisition debt January 2018, new $500,000 loan to purchase main
home with $800,000 Fair Market Value (FMV). February 2018 ,
$250,000 home equity loan to fund addition to main home. Both loans
secured by main home. All interest IS deductible

Example D: Home Equity Debt

A Acquisition debt January 2018, new $500,000 loan to purchase main
home with $800,000 Fair Market Value (FMV). February 2018 ,
$100,000 home equity loan to purchase a boat. Both loans secured by
main home. Interest on equity debt NOT deductible
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Home Equity I ntereste

Example C: Debt to Purchase Second Home

A Acquisition debt January 2018, new $500,000 loan to purchase main
home with $800,000 FMV. February 2018 , $250,000 loan to purchase
vacation home (secured by main home). Interest on $250,000 to
purchase vacation home is NOT deductible (debt secured by wrong
house)

Example D : Debt to Purchase Second Home

A Acquisition debt January 2018, new $500,000 loan to purchase main
home with $800,000 FMV. February 2018, $250,000 loan to purchase
vacation home FMV $400,000 (secured by vacation home). All
$750,000 is acquisition debt. All interest IS deductible
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Other individual changes to note

A Casualty losses: only from federally-declared disasters

A Alimony: deduction/inclusion repealed for divorces executed after
12/31/18

A Moving expenses deduction repealed

A Kiddie tax now at trusts/estate tax rates

14




20% pass -through deduction

A 20% of qualified business income
A Qualified business income definitions

I Qualified trade/business income
A Not a specified trade/business
I Trade/business involving performance of services
I Does not include investment income

I Does not include reasonable compensation paid from
S corporation or guaranteed payments paid to a
partner

I Income Phase-out/Wage limitation
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State and local tax issues (SALT)

A Total deduction limit of $10k ($5k if MFS)

- Combination of income/sales and state/local
property taxes

A Exceptions

- Tax imposed at entity level (s-corp or
partnership)

- Property taxes for residential rental
property/business property
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