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The Goal: Tax Simplification (3)

A BETTER WAY FORWARD ON TAX REFORM
SIMPLE, FAIR “POSTCARD” TAX FILING

Wage and compensation income
Add /2 of investment income

I
2
3  Subtract contributions to specified savings plans
4  Subtract standard deduction OR

5 Subtract mortgage interest deduction

6

7

8

Subtract charitable contribution deduction

Taxable income

00 ~N o AW N —

Preliminary tax (from tax table)
9  Subtract child credit
10  Subtract earned income credit
|| Subtract higher education credit
12 Total tax
|3 Subtract taxes withheld

|4 Refund due / taxes owed 14 _
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The Reality: Tax Simplification? (4)

“Think this is bad? You should see the inside of my head.”
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What Is your impression about the
speed at which Congress was able to
pass tax legislation?

1. Too slow 0 been waiting on this for years

2. Justright- seems | 1 ke t hey spent enough t1 me
over analyze

Toofastowhy di dnot they take some ti me to t
4., | Om Just happy they got somet hi ng done

L

POLLING QUESTION #1
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Timeline (6)

November 16, 2017
House of Representatives passed, H. R. ‘
Jobs Act.o6 The bill was approved by a S M T W [)) - )

December 2, 2017

Senate passed iIts version of tax | egilslatiion (the oTax Cuts @and
Jobs Acto) by a vote of 51 to 49. 6 V4 8 O 10 11 12
December 15, 2017 13 | 14 171 18 1 19
The tax conference committee reached agreement reconciling

the two bills. 20 21 22 23 24 25 26

December 22, 2017 27 28 29 39 31

President Trump signed into law.
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Tax Cuts & Jobs Act Summary (7)

Part I: Changes for Individuals

Part II: Alternative Minimum Tax Changes

Part III: Business Tax Changes

Part IV: Taxation of Foreign Income and Foreign Persons

Part V: Exempt Organizations
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Part I: Individuals

- Tax Rates

Topic Prior Law Tax Cuts & Jobs Act
Rates Seven Brackets: Seven Brackets:
10% | 15% | 25% | 28% | 33% | 35% | 39.6% 10% | 12% | 22% | 24% | 32% | 35% | 37%
Brackets Joint Individual Joint Individual
10% 10% 10% 10%
$0 - $18,650 $0 - $9,325 $0 - $19,050 $0 - $9,525
15% 15% 12% 12%
$18,650- $75,900 $9,325- $37,950 $19,051- $77,400 $9,526 - $38,700
25% 25% 22% 22%
$75,900- $153,100 $37,950- $91,900 $77,401- $165,000 $38,701 - $82,500
28% 28% 24% 24%
$153,100- $233,350 $91,900- $191,650 $165,001- $315,000 $82,501- $157,500
33% 33% 32% 32%
$233,350- $416,700 $191,650- $416,700 $315,001- $400,000 $157,501- $200,000
35% 35% 35% 35%
$416,700- $470,700 $416,700- $,418,400 $400,001- $600,000 $200,001 - $500,000
39.6% 39.6% 37% 37%
Over $470,700 Over $418,400 Over $600,000 Over $500,000
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Part I: Individuals: Tax Rates

Topic Prior Law Tax Cuts & Jobs Act
Investment A Interest & Short-term Capital Gains Taxed at A Interest & Short-term Capital Gains Maintain
Income ordinary income tax rates current tax structure plus 3.8% net investment

plus 3.8% net investmentincome tax
A Qualified Dividends & Long-term Capital Gains:

Taxed at15%|20% plus 3.8% net investment
Income tax

0 Ki dda 0 oUnearnedincome taxed at the higher of the
Unearned Income parent os or chil dos t ax

Estates & Trusts Top tax rate: 39.6%

Income tax

A Qualified Dividends & Long-term Capital Gains:
Maintain current rates and 3.8% net investment

Income tax

Unearned income taxed at the trusts and estates tax

rates

Top tax rate: 37%
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Part I: Individuals: Standard Deduction

Topic Prior Law Tax Cuts & Jobs Act
Standard Deduction $6,350 Single $12,000 Single
$12,700 MFJ $24,000 MFJ

Personal Exemption: $4,050

Eliminate Personal Exemptions

Prior Law

Tax Cuts & Jobs Act

Single Individual Family of Four

Single Individual Family of Four

Standard $6,350 $12,700 $12,000 $24,000
Deduction

Personal $4,050 $16,200 0 0
Exemptions

Total $10,400 $28,900 $12,000 $24,000
Deductions
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Part I: Individuals: Adjustments & Credits

Topic

Prior Law

Tax Cuts & Jobs Act

Child Tax Credit

Dependent Care Credit

Alimony Payments

Education Credits

529 Plans

ACA Individual Mandate

Child Credit: $1,000
Phaseout $75K Single/ $110K MFJ

N/A

Above-the-line deduction for payor and
Included in income for payee

American Opportunity Tax Credit
Hope Scholarship Credit
Lifetime Learning Credit

Tax free distributions for qualified higher
education expenses such as tuition, books,
supplies and room and board

Individuals are required to have minimal
health care coverage or they are subject to a
otaxo known as i ndivi
responsibility payment

Child Credit: $2,000 ($1,400 refundable)
Phaseout $200K Single/ $400K MFJ

Non-child Dependent Credit: $500
nonrefundable

No longer deductible for payor or included in
Income of the payee for agreements entered
Into after 2018

No change from Prior Law.
Provisions in original House or Senate bills
not included in committee agreement

Qualified higher education expanded to
Include public, private, and religious
elementary and secondary schools (up to
$10K per year per student)

Individual shared responsibility payment
reduced to zero effectively removing the
Individual healthcare mandate

P Rehmann



Part I: Individuals: Excess Business Loss Limitation (12)

Topic Prior Law Tax Cuts & Jobs Act
Excess BusinessLoss Passive losses generally only deductible $250K Single/$500K MFJ loss limitation
Limitation against passive income, but nort on aggregate trade or business pass
passive owners can generallydeduct through income/loss items
business losses against all other
sources of income Excess losses would be added to NOL

carry-forward

Partnerships/S corps: determined on
the partner or shareholder level

Example Prior Law Tax Cuts & Jobs Act
Facts Income: $800,000 Income: $800,000
A Married taxpayer Loss: $600,000 Limited Loss: $500,000
A Wages: $800,000 Taxable Income: $200,000 Taxable Income: $300,000
A Active Partnership Loss:
$600,000 Loss Carryforward: $100,000
A Sufficient basis to take entire
loss
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Part I: Individuals: Itemized Deductions (13)

Topic temized Deductions

State and Local Taxes Retained with $10,000 combined deduction limitation for income, sales and
property taxes

Mortgage Interest Retained with additional limitations:
A Acquisition indebtedness limitation reduced to $750K on debt incurred
after 12/15/2017
A Applies to principal and second homes
A Existing or new home equity indebtedness interest no longer deductible
unless debt proceeds used to substantially improve qualified residence

Medical Expense Retained with temporary reduction in AGI floor to 7.5%
Charitable Contributions Retained
Personal Casualty Loss Retained for losses incurred in federally-declared disaster areas only

Miscellaneous Deductions 9o 2% Eliminated
floor

ltemized Deduction Limitation Eliminated
(Pease Limitation)
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Example — Family of 4 with Qualifying Children

Married filing Joint Prior Law Tax Cuts & Jobs Act
Income $75,000 $75,000

ltemized Deductions n/a n/a

Standard Deduction $12,700 $24,000

Personal Exemptions $16.200 n/a

Taxable Income $46,100 $51,000

Marginal Tax Rate 15% 12%

Child Tax Credit $2,000 $4,000

Tax $3,962 $1,739
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Example — Family of 4 with Qualifying Children

Married filing Joint Prior Law Tax Cuts & Jobs Act
Income $175,000 $175,000

ltemized Deductions* $31,135 $30,000

Standard Deduction n/a n/a

Personal Exemptions $16,200 n/a

Taxable Income $127,675 $145,000

Marginal Tax Rate 25% 22%

Child Tax Credit/Dependent Credit n/a $4,000

Tax $23,226 $19,779

*[temized Deductions Summary:
$6,125 State Tax

$5,000 Property Tax

$5,000 Charitable Contributions
$15,000 Mortgage Interest
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Part I: Individuals: Pass-

Pass Through Deduction Formula

1. The Lessor of:

A. t he ocombined quali fi ed busi nes shelessarof (foreachd e d uc
separate trade or business):.
. 20% of the taxpayer os oquali fied business 1| nc
1. The Greater of:
a. 50% of the W-2 wages with respect to the business, or
D. 25% of the W-2 wages with respect to the business plus 2.5% of the unadjusted basis of all

gualified property
B. Or 20% of the excess of taxable income over the sum of any net capital gain

2.  Plus the Lessor of:
A. 20% of qualified REIT dividends, cooperative dividends, or PTP income
B. Or taxable income less net capital gain
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