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Many changes!

Å Generally effective after 12/31/17

Å Most changes are temporary

- Sunset after 2025

Å Guidance is needed 

Å Future legislation?

Å State conformity to changes?
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The basics

ÅStill seven tax brackets  

ï10%, 12%, 22%, 24%, 32%, 35%, 37%

ÅNo more dependent exemption

ÅHigher child tax credit ($2,000) 

ïNew $500 non-child dependent credit

ÅIncrease in standard deduction 

ÅIndividual AMT not repealed

ïBut exemption amounts have increased
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Dividend and capital gains rates unchanged

ÅThe top tax bracket for qualified dividends

and capital gains is 20%

(23.8% if the net investment

income tax applies).

Hereôs the breakdown:0% for MFJ taxpayers 
with < $77.2k taxable 

income

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

income

20% for MFJ taxpayers 
with taxable income 
greater than $479k
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Itemized deductions changes

ÅRepeal of the overall limitation on itemized deductions

ÅMedical deduction threshold is 7.5% for 2017 & 2018 

ïReverts to 10% starting in 2019

ÅMortgage interest limited to $750k of debt

ïDebt prior to 12/15/17 is grandfathered

ÅHome equity interest no longer deductible

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

ÅMisc. deductions subject to 2% threshold no longer deductible
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Misc. itemized deductions subject to 2% AGI

ÅUnreimbursed employee expenses

ÅTax prep fees

ÅHobby expenses

ÅInvestment fees/expenses

ÅLegal fees related to producing income

ÅSafe deposit fee

ÅGambling losses (in excess of winnings)

éare no longer deductible
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Expired provisions (at the end of 2016)

Å Exclusion of discharge of indebtedness on principal 

residence

Å Deduction of mortgage insurance premiums

Å Above-the-line deduction for qualified tuition and fees

Å Credits for qualified energy property
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20% pass-through deduction

Å20% of qualified business income

ÅQualified business income definitions

ïQualified trade/business income

ÅNot a specified trade/business

ïTrade/business involving performance of services

ïDoes not include investment income

ïDoes not include reasonable compensation paid from 

S corporation or guaranteed payments paid to a 

partner

ïPhase-out limitation 
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Affordable Care Act impact

Å Penalty to maintain insurance coverage 

(individual mandate) is repealed for 2019 and 

forward 

Å HOWEVER, still in effect for 2017 and 2018

Å 2017 penalty: 

Å Higher of 2.5% of yearly household income, or

Å $695 per person ($347.50 per child under 18)
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Affects on the net investment income tax (NIIT)

ÅNo change to NIIT itself, butéé

ÅInvestment fees and state income tax (amount attributable to 

investment income) reduce investment income to lower amount 

subject to NIIT

ÅSince investment fees are no longer deductible and state income 

tax is limited to $10k, this will likely cause an increase in the 

amount subject to NIIT



11

Alternative minimum tax (AMT) changes

ÅAlternative tax system that parallels the regular federal tax

(with different rates and rules for deductions)

ÅIncrease in exemption amount

ÅDue to limit on state/local tax deduction and repeal of 

miscellaneous deductions, impact should be less
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Changes to retirement 

planning

Å Ability to recharacterize a Roth 

conversion to a traditional IRA is 

removed after 2017

Å Extension of rollover period for plan 

loan offsets
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Estate and gift taxes changes

Å2018 estate tax exemption: $11.2 million

Å2018 gift tax annual exclusion: $15,000

ÅEstate planning is more than minimizing estate taxes.

ïUpdating documents

ïRepurposing insurance

ïPrivacy

ïAsset protection
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Education tax benefit 

changes

Å Sec 529 plan distributions for private 

school tuition

Å Sec 529 plan assets can transfer to 

ABLE accounts for family members

Å Student loan forgiveness will not be 

taxable income to student upon 

death/total disability
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Other individual changes to note

ÅCasualty losses: only from federally-declared disasters 

ÅAlimony: deduction/inclusion repealed for divorces executed after 

12/31/18

ÅMoving expenses deduction repealed

ÅKiddie tax now at trusts/estate tax rates
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Charitable contribution 

changes

ÅAGI limitation increased to 60% for 

cash contributions (from 50%)

ÅNo 80% deduction for right to 

purchase athletic tickets

ÅException to contemporaneous written 

acknowledgement requirement is 

repealed (must be obtained now for 

any contribution of $250 or more)
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State and local tax issues

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

- Combination of income/sales and state/local 

property taxes

ÅExceptions

- Tax imposed at entity level

- Property taxes for residential rental 

property/business property

Å Prepayment of 2018 state income taxes in 2017

Å Prepayment of 2018 real estate taxes in 2017
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Planning now to avoid

underpayment penalties

Å Estimated tax payments/withholding


