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Tax Reform 2018….the Good, the Bad and the Ugly!
Well, they did it! Good or bad, the biggest tax law change in 30 years is now here. How will YOU be
affected? Does it lower or raise your taxes? Below are some tidbits for your reading pleasure! Rest
assured, we will keep on top of the changes and let you know how they affect you!
1. This is the first significant reform of the U.S. tax code since 1986. (Yippee!)
Reagan signed major legislation for corporations and individuals in 1986. Since then, serious tax reform has eluded Republicans,
though they repeatedly called for it as the tax code became longer and more difficult to understand.

2. Changes have been made to both individual and corporate tax rates.
Individual provisions in the new legislation technically expire by the end of 2025, though some people expect that a future Congress
won't actually let them lapse. Most of the corporate provisions are permanent.

3. Tax reform will increase deficits by $1.46 Trillion (that’s a T!) over the next decade.
That's the net number that's been crunched by the nonpartisan Joint Committee on Taxation. The future law's contribution to the debt
will likely be even higher if individual tax cuts are re-upped in eight years.

4. There are still seven tax brackets for individuals, but the rates have changed.
Americans will continue to be placed in one of seven tax brackets based on their income. But the rates for some of these brackets
have been lowered. The new rates are: 10%, 12%, 22%, 24%, 32%, 35% and 37%.

5. The standard deduction has essentially been doubled.
Republicans want fewer people to itemize their taxes. To achieve this, they've nearly doubled the standard deduction. For single filers,
the standard deduction has increased from $6,350 to $12,000; for married couples filing jointly, it's increased from $12,700 to
$24,000.

6. The personal exemption is gone.
Previously, you could claim a $4,050 personal exemption for yourself, your spouse and each of your dependents, which lowered your
taxable income. No longer. For some families, the elimination of the personal exemption will reduce or negate the tax relief they get
from other parts of the reform package.

7. The state and local tax deduction now has a cap.
The state and local tax deduction remains in place for those who itemize their taxes -- but now there's a $10,000 cap. Previously, filers
could deduct an unlimited amount for state and local property taxes, plus income or sales taxes.

8. The child tax credit has been expanded.
The child tax credit has doubled to $2,000 for children under age 17. It's also now available, in full, to more people. The entire credit
can be claimed by single parents who make up to $200,000 and married couples who make up to $400,000.

9. There's a new tax credit for non-child dependents, like elderly parents.
Taxpayers may now claim a $500 temporary credit for non-child dependents. This can apply to a number of people adults support,
such as children over age 17, elderly parents or adult children with a disability.

10. Fewer people will have to deal with the alternative minimum tax.
The alternative minimum tax (AMT), a parallel tax system that ensures people who receive a lot of tax breaks still pay some federal
income taxes, remains in place for individuals. But fewer people will have to worry about calculating their tax liability under the AMT
moving forward. The exemption has been raised to $70,300 for singles, and to $109,400 for married couples.

11. The mortgage interest deduction has been lowered.
Current homeowners are in the clear. But going forward, anyone buying a new home will only be able to deduct the first $750,000 of
their mortgage debt. That's down from $1 million. This is likely to affect people looking for homes in more expensive coastal regions.
There is no longer a deduction for home equity loans.

12. None of this will affect your 2017 taxes.
Americans won't need to worry about these changes when they file their 2017 tax returns. The new laws will first be applied to 2018
taxes.

13. You can still deduct student loan interest.
The deduction for student loan interest which is up to $2,500 per year remains the same.

14. You can still deduct medical expenses.
The deduction for medical expenses wasn't cut. In fact, it's been expanded for two years. In that time, filers can deduct medical
expenses that add up to more than 7.5% of adjusted gross income. In the past, the threshold for most Americans was 10% of adjusted
gross income.

15. If you're a teacher, you can still deduct classroom supplies.
The deduction for teachers who spend their own money on school supplies remains the same. Educators can continue to deduct up to
$250 to offset what they spend on classroom materials.

16. The electric car tax credit lives on.
Drivers of plug-in electric vehicles can still claim a credit of up to $7,500. Just as before, the full amount is good only on the first
200,000 electric cars sold by each automaker. GM, Nissan and Tesla are expected to reach that number within the next year.

17. Home sellers who turn a profit keep their tax break.
Homeowners who sell their house for a gain will still be able to exclude up to $500,000 (or $250,000 for single filers) from capital
gains, as long as they're selling their primary home and have lived there for two of the past five years.

18. 529 savings accounts can be used in new ways.
In the past, funds invested in 529 savings accounts were not taxed -- and it could only be used for college expenses. Now, up to
$10,000 can be distributed annually to cover the cost of sending a child to a "public, private or religious elementary or secondary
school."

19. Tuition waivers for grad students remain tax-free.
Graduate students still won't have to pay income taxes on the tuition waiver they get from their schools. Such waivers are typically
awarded to teaching and research assistants.

20. Say goodbye to the tax deduction for alimony payments.
Alimony payments, which are codified in divorce agreements and go to the ex-spouse who earns less money, are no longer
deductible for the person who writes the checks. This provision will apply to couples who sign divorce or separation paperwork after
December 31, 2018.

21. The deduction for moving expenses is gone.
There may be some exceptions for members of the military. But most people will no longer be able to deduct the cost of their
U-Haul when they move for work.

22. Tax preparation deduction is also gone.
Before tax reform passed, people could deduct the cost of having their taxes prepared by a professional, or the money they spent on
tax prep software. That break has been eliminated. Most people did not qualify anyhow.

23. The disaster deduction.
Losses sustained due to a fire, storm, shipwreck or theft that aren't covered by insurance used to be deductible, assuming they
exceeded 10% of adjusted gross income. But now through 2025, people can only claim that deduction if they've been affected by an
official national disaster. That would make someone whose house was destroyed by a California wildfire potentially eligible for some
relief, while disqualifying the victim of a random house fire.

24. Almost everyone is now exempt from the estate tax.
Before tax reform, few estates were subject to the estate tax, which applies to the transfer of property after someone dies. Now, even
fewer people have to deal with it. The amount of money exempt from the tax -- previously set at $5.49 million for individuals and at
$10.98 million for married couples -- has been doubled.

25. Adjustments for inflation will be slower.
The new legislation uses "chained CPI" to measure inflation. It's a slower measure than what was used before. Over time, that will
raise more money for the federal government, but deductions, credits and exemptions will be worth less.

26. The individual mandate on health insurance has been scrapped.
Republicans failed to repeal Obamacare earlier this year, but they managed to get rid of one of the health law's key provisions with tax
reform. The elimination of the individual mandate, which penalizes people who do not have health care, goes into effect in 2019. The
Congressional Budget Office has predicted that as a result, 13 million fewer people will have insurance coverage by 2027, and
premiums will go up by about 10% most years.

27. You won't be able to file your tax return on a postcard. (We’re still in business!)
Trump said H&R Block would go out of business after tax reform because filing taxes would become so simple. Not quite. While
doubling the standard deduction will ease the process for some individuals, there's still a web of deductions and credits to work
through. And for small businesses, filing could become even more complicated.

28. The corporate tax rate is coming down. (sort of)
The top corporate tax rate has been cut from a marginal 35% to a flat 21% starting next year. The alternative minimum tax for
corporations has been thrown out altogether. Earnings are expected to go up as a result. This has a huge effect on small C (regular)
corporations.

29. Pass-through entities will also get a break. (maybe)
The tax burden by owners, partners and shareholders of S-corporations, LLCs and partnerships -- who pay their share of the business'
taxes through their individual tax returns -- has been lowered via a 20% deduction. The legislation includes a rule to ensure owners
don't game the system, but tax experts remain concerned about abuse of this provision.

Well, there you have it! Whew! These changes are sure to raise some questions and we’re ready to help, just give
us a call at 414-325-2040.

