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Tax Cuts and Jobs Act (TCJA) was enacted in December 2017.  With it came a whirlwind of many changes for both individual and business 2018 tax returns. The look of the tax return was also changed in order to come up with a preferred “postcard” size return. However, most Americans would not want to mail it with a postcard stamp, because it would expose all of their personal information!  Instead, what resulted are half page printouts.  In order to include all the information that was on the “whole page” return, an additional 5-15 schedules will need to be prepared and attached.   This newsletter will touch on most of the changes from TCJA.  For more details go to www.PKRKtaxes.com.
For individuals: most tax rates have been reduced.  This means most people will pay less tax starting in 2018. The new tax rates are 10%, 12%, 22%, 24%, 32%, 35%, and 37%. In addition to lowering the tax rates, some changes in the new law that might affect you include increasing the standard deduction, suspending personal exemptions, increasing the child tax credit, and limiting or discontinuing certain deductions.
For businesses: a new deduction for qualified business income allows most businesses to deduct the lesser of 20% of their “qualified” business income or 20% of taxable income less net capital gains. There are several exclusions and limitations to this new deduction, making this one of the most difficult calculation on the entire return! Like-kind exchanges are now limited to exchanges of real property. The highest corporate tax rate is changed from 35% to 21%.                                      .                     

Your Bottom Line…The Good News and Bad News! 
First, the Good News!

Increase in the Child Tax Credit 
If you have a qualifying child under the age of 17 and meet other qualifications, the maximum amount of credit is now $2,000 per child. Previously the maximum amount was $1,000 per child. In addition, up to $1,400 of the credit can be refundable for each qualifying child as the Additional Child Tax Credit. 
New Family Credit
Dependents who can’t be claimed for the Child Tax Credit may still qualify you for the Credit for Other Dependents. This is a non-refundable tax credit of up to $500 per qualifying person. 
New Withholding Tables
The IRS issued new withholding tables for 2018 to reflect the changes in tax rates and tax brackets, the increased standard deduction and the suspension of personal exemptions, among other things. You should have started seeing withholding changes in your paycheck around the end of February 2018. The exact timing depends on when your employer made the change and how often you are paid. 

Changes to Standard Deduction

The standard deduction is a dollar amount that reduces the amount of income on which you are taxed and varies according to your filing status. Most taxpayers have the choice of either taking a standard deduction or itemizing. The Tax Cuts and Jobs Act nearly doubled standard deductions. Starting in 2018, the standard deduction for each filing status is:
Single ....................................................................$12,000.......(up from $6,350 in 2017)

Married filing jointly or Qualifying widow(er)...............$24,000.......(up from $12,700 in 2017)

Married filing separately...........................................$12,000.......(up from $6,350 in 2017)

Head of household..................................................$18,000.......(up from $9,350 in 2017)

Positive Changes to Itemized Deductions
· No limit on overall itemized deductions. You may be able to deduct more of your total itemized deductions if your itemized deductions were limited in the past due to the amount of your income. 

· Medical and dental expense deduction is modified. You can deduct certain unreimbursed medical expenses that exceed 7.5% of your 2018 adjusted gross income. 

Student Loans 
Student loans discharged after December 31, 2017 and before before January 1, 2026 due to death or disability are not included in income. 
Disaster Relief – Retirement Plans

Laws enacted in 2017 and 2018 make it easier for retirement plan participants to access their retirement plan funds to recover from disaster losses incurred in federally declared disaster areas in 2016, 2017 and 2018. This disaster relief may allow affected taxpayers to waive the 10% additional tax on early distributions.
529 Plans - K-12 education

Distributions from 529 plans can be used to pay up to $10,000 of tuition per beneficiary (regardless of the number of contributing plans) each year at an elementary or secondary (K-12) public, private or religious school of the beneficiary’s choosing.
  ~ ~ ~ Now, the Bad News! ~ ~ ~ 
No Deduction for Personal Exemptions
This year, there is no deduction for each member on the tax return. In previous years, this deduction was $4,050 per person on the tax return, which reduced taxable income.  
Moving Expenses Suspended

During the suspension, no deduction is allowed for use of an automobile as part of a move. Also, employers will include moving expense reimbursements as taxable income in the employees’ wages. This suspension does not apply to members of the U.S. Armed Forces on active duty who move pursuant to a military order related to a permanent change of station.
Recharacterization of a Roth Conversion 

You can no longer recharacterize a conversion from a traditional IRA, SEP or SIMPLE to a Roth IRA. The new law also prohibits recharacterizing amounts rolled over to a Roth IRA from other retirement plans, such as 401(k) or 403(b) plans. You can still treat a regular contribution made to a Roth IRA or to a traditional IRA as having been made to the other type of IRA. 
Plan Loans to an Employee that Leaves Employment

If you terminate employment (or if the plan is terminated) with an outstanding plan loan, a plan sponsor may offset your account balance with the outstanding balance of the loan. If a plan loan is offset, you have until the due date, including extensions, to rollover the loan balance to an IRA or eligible retirement plan.
Negative Changes to Itemized Deductions
· Medical and dental expense deduction for 2019 will revert back to the 10% floor.
· State and local income, sales and property taxes are limited to a total deduction of $10,000 ($5,000 if Married Filing Separate). 
· Home mortgage and home equity interest paid on most home equity loans are not deductible. If the proceeds of the loan were used to pay off personal living expenses such as credit card debts, no deduction is allowed. 
· Qualified residence loan balance has new limit of $750,000 if the loan was taken out prior to December 15, 2017.

· Limit for charitable contributions has increased from 50 percent to 60 percent of your adjusted gross income. 

· Casualty and theft loss are allowed as a deduction only to the extent they are attributable to a federally declared disaster. Claims must include the FEMA code assigned to the disaster. 
· Miscellaneous itemized deductions suspended. This includes unreimbursed employee expenses such as uniforms, union dues and the deduction for business-related meals, entertainment, travel, and mileage. In addition, any deductions you may have previously been able to claim for tax preparation fees, investment management fees, safe deposit box fees, and investment expenses from pass-through entities are not deductible this year. 
College Athletic Event Seating 

No charitable deduction will be allowed for any amount paid to an institution of higher education in exchange for the right to purchase tickets or seating at an athletic event.
No Change or It Depends!
· Repeal of deduction for alimony payments. Alimony and separate maintenance payments are no longer deductible for any divorce or separation agreement executed after December 31, 2018, or for any divorce or separation agreement executed on or before December 31, 2018, and modified after that date. Further, alimony and separate maintenance payments are no longer included in income based on these dates.
· Don’t Forget Your RMDs. Take required minimum distributions (RMDs) from your IRA or 401(k) plan (or other employer-sponsored retired plan) if you have reached age 70 ½. Failure to take a required withdrawal can result in a penalty of 50% of the amount of the RMD not withdrawn. 
· Convert to a Roth IRA.  If you want to remain in the market for the long term, a Roth IRA might be better for you than a traditional IRA. Providing that you are eligible to do so, consider converting your traditional IRA money invested in stocks (or mutual funds) into a Roth IRA. Keep in mind, however, that such a conversion will increase your adjusted gross income. 
· Employer’s Health Flexible Spending Account. If you put too little into your employer's health flexible spending account (FSA) this year, increase the amount you set aside for next year. If your employer takes advantage of an FSA option, you may be able to carryover $500 into the following year.  
Reporting Health Care Coverage

Under the Tax Cuts and Jobs Act, you must continue to report coverage, qualify for an exemption, or report an individual shared responsibility payment for tax year 2018.  If you were unemployed for 3 months or less, you may not have to pay the Health Care Penalty.  For tax year 2018, the IRS will not consider a return complete and accurate if you do not report full-year coverage, claim a coverage exemption, or report a shared responsibility payment on the tax return. You remain obligated to follow the law and pay what you may owe at the point of filing.
WHAT’S NEXT FOR TAX YEAR 2019? The shared responsibility payment is reduced to zero under TCJA for tax year 2019 and all subsequent years.
2018 and 2019 Mileage Rates
The optional standard mileage allowance for owned or leased autos (including vans, pickups or panel trucks) for business travel taking place in 2018 is 54.5¢ per mile. This is an increase of  1¢ per mile.  The 2018 rate for using a car to get medical care or in connection with a move that qualifies for the moving expense deduction is 18¢ per mile.  The rate for using a car for 2018 charitable purposes remains at 14¢ per mile.  Beginning on Jan. 1, 2019, the standard mileage rates for the use of a car, van, pickup or panel truck will be 58¢ per mile for business miles driven, 20¢ per mile driven for medical or moving purposes, and 14¢ per mile driven in service of charitable organizations.
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Are YOU Ready for ALL the Changes?
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Drop off, Mail, or use Dropbox.com at your earliest convenience and receive a $5.00 Discount!  Include . . . 


Tax Organizer filled out online


All Tax Forms


Signed Health Care & Engagement Letter


My Tax Organizer can be easily filled out online, 


or you may print it from 


www.PKRKtaxes.com


My Engagement Letter and Health Care Form are enclosed in this mailing. You must fill in the section related to Health Care Coverage in order for me to complete your tax return.





If you prefer a tax appointment, I am happy to meet with you. Schedule your own appointment at the website above.


~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ 


I have relocated my office to Suite #2, 


on the north (right) side of the same building. 





�


THANK YOU!


Your business is


appreciated, as are your referrals of friends,


 relatives, and business contacts 


�





As you know, I personally prepare all of the returns by myself.  In addition, I personally meet with all of my clients after the return is prepared to thoroughly go over the return with you.   This year, in order to make the best use of my time, I will have a receptionist answer phone calls for me.  I would also like to encourage you to continue to contact me via e-mail at PKRKtaxes@gmail.com 
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