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L ANot a lot of law
New

TAXLAWS changes in
2Ol9 " 2018 we ' [ e
trying to absorb
Last year

Cuts and Jobs Act




AiTeday is trul
day for the American
people. By signing the Tax
Cuts and Jobs Act,
President Trump put our
natironos br oke
behind us and ignited a
new era of American
FEresper i .ty D

Tax Guts & Jobs Act




Marginal Tax Rate
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Key element of TGJA was revised tax
rates & higher standard deduction




Filing Status Standard Deduction for 2019 Tax Year

Single $12,200
Married filing jointly $24,400
Head of household $18,350
Married filing separately $12,200
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Those who are 65 or older or are blind get to take additional
amounts as a standard deduction. For marrieds, the added
amount is $1,300; singles get to add $1,650.




Tax Rate on

Income

Married Filing Jointly Married Filing Separately

0% Up to $39,375 Up to $78,750 Up to $52,750 Up to $39,375
$39,375 to $52,750 to

15% $78,750 to $488,850 $39,375 to $244,425
$434,500 $461,700

20% Above $434,500 Above $488,850 Above $461,700 Above $244,425

And don o0 t3.8peccentNet thvestrheatincomeTax (NIIT)
applies to individuals, estates, and trusts llaae net investmenincome
above $200,000 for singles and $250,000 for married taxpayers.




Medicare Part B premiums 2020

Individual and joint filers

Individual tax filers Married, file jointly Adjustment amount Monthly premium

Up to $87,000 Up to $174,000 $0.00 $144.60
$87,000-$109,000 $174,000-$218,000 $57.80 $202.40
$109,000-$136,000 $218,000-$272,000 $144.60 $289.20
$136,000-$163,000 $272,000-$362,000 $231.40 $376.00
$163,000-$500,000 $326,000-$750,000 $318.10 $462.70
$500,000 or more $750,000 or more $347.00 $491.60

While not a tax, older taxpayers have
another reason to moderate their income




AMany wage earners were surprised that their
Wit hhol d)l ng wasina: 1 enot

AWinners and losers with the TCJA

AHigher standard deduction on the Federal
return helped offset the loss of many items
previously itemized

ACal i fornl a DEDN T adopt

Any problems with last
filing season?




AFiling Seasan 20138:
UnfinishedBusiness
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3 AEvenhigher standard
deduction |

What's New for Form 10402




New for 2019! ¢
AIf you were born before :
January 2, 1955, you

have the option to use
new Form 1040SR.

AMore like the 2017
1040 bhut

A Must use standard
deduction

AFont is larger; colors
brighter




New for 2019: Virtual Currency Question

1
At any time during 2019, did you receive, sell, send, exchange, or otherwise acquire any financial interest in any
vitualcumeney? .. .| . L o, L 0L L DD oL L L L LA s o []Yes []No

If, in 2019, you engaged in any transaction involving virtual currency, check the
“Yes” box next to the question on virtual currency at the top of Schedule 1.

IRS BEGINS A COMPLIANCE CAMPAIGN

Virtual currency transactions are taxable by law
just like transactions in any other property.
Taxpayers transacting in virtual currency may have
to report those transactions on their tax returns.




Virtual currency is a digital representation of value that functions as a medium of
exchange, a unit of account, and/or a store of value. In some environments, It operates
ke “real” currency (.., the coin and paper money of the United States or of any other
country that is designated as legal tender, circulates, and s customarily used and
accepted as a medium of exchange in the country of issuance), but it does not have
legal tender status in the U.S. Cryptocurrency is a type of virtual currency that utilizes
cryptography to secure transactions that are digitally recorded on a distributed ledger.
such as a blockchain, DAG, or Tempo.

What is Virtual Currency?




A Virtual currency , orvirtual money, is a type of
unregulatedligital currency, which is issued and usually
controlled by its developers and used and accepted among
the members of a specifirtual community. ... By
contrast, aligital currency that is issued by a central
bank isdefined as "central banHigital currency".

A Wikipedia

What is Virtual Currency?




A Virtual currency is a type of unregulated digital currency
that is only available in electronic form. It is stored and
transacted only through designated software, mobile or
computer applications, or through dedicated digital
wallets, and the transactions occur over the internet
through secure, dedicated networks. Virtual currency is
considered to be a subset of the digital currency group,
which also includesryptocurrencies, which exist within
the blockchainnetwork

A Investopedia

What is Virtual Currency?




A Digital currency is the overall superset that includes virtual currency,
which in turn includesryptocurrencies. Compared to virtual
currency, a digital currency covers a larger group that represents
monetary assets in digital form.

A Digital currency can be regulated or unregulated. In the former case,
it can be denominated to a sovereigncurréncyn at i s, a
central bank can issue a digital form of its fiat currency notes. On the
other hand, a virtual currency often remains unregulated and hence
constitutes a type of digital currency.

A Cryptocurrencies like bitcoin arethereunare considered to be a
part of the virtual currency group. A cryptocurrency uses
cryptography technology that keeps the transactions secure and
authentic, and also helps to manage and control the creation of new
currency units. Such cryptocurrencies exist and are transacted over
deg:_cated)lockchambased networks that are open to the common
public.

A Investopedia
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A Overall limit on itemized deductions is gone
A SALT limited to $10,000

A Limit on home mortgage interest deduction
A No deduction for home equity loan interest
A Expired deduction for Mortgage Insurance
A No miscellaneous itemized deductions

A Casualty & Theft losses limits

A Higher threshold for charity




Medical & Dental Expenses

A Seltemployed taxpayers who qualify for the
medical insurance adjustment

3§ chanceo |

A ltems or categories that constitute deductible
medical expenditures

| CHANGED i




A Qualified long-term
care services

A Know the activities of
daily living

Al t6s not | i mi
specific medical
treat ments on
all medical care

What category of medical expenses is
growing exponentially?




A The TCJA limits
annual itemized
deductions for all
nonbusiness state and
local taxes deductions,
Including property
taxes, to $10,000
($5,000 for married
taxpayer filing a
separate return) for
2018 through 2025

Practitioners recommend you limit
your SALT intake...




A Salt Work-arounds: ARev. Rul.201911

A Home office/vacation Tax Benefit Rule in
home allocation rules  calculating taxability of
A State charity state tax refunds

deduction; credit as

st ate 1 axesioriihdhian]

AWas IRS treatmentof  Interplay between the
state taxes paid for $10,000 limitation of
NIl correct? 8164(b)(6) and

8280A(b)




Mortgage Interest £ffective for
Tall Yaarsﬂﬂer 12/31/2017

\JDV

A TCJA limits the home mortgage i
interest deduction for tax years ®
\--,.: through 2025

"\wﬂ A The deduction of interest on home
equity debt is suspended

O

=— A The maximum amount that may
be treated as acquisition debt is
reduced to $750,000 ($375,000 if
married filing separately) for any
acquisition debt incurred after
December 15, 2017

LY
AN win




w,
" /"/ A Pre-2018loans of up to $1 million
TAX cl"l's& are grandfathered and are not
subject to the new $750,000 cap

J0BS ACT

ARef | ' 5 awi t hoit add
allowable

A Interest remains deductible on
second homes, but subject to the
overall $1 million / $750,000 limits

Gourtesy of the 2017 Tax Guts & Johs Act ...




Afiédes pi temactedeestlicjons on home
mortgages, taxpayers can often still deduct interest on a
home equity loan, home equity line of credit (HELOC)
or second mortgage, regardless of how the loan is
abel ed. 0O

AFhe Ll oan must be secired
home (aka qualified residence), not exceed the cost of
the home, be used to buy, build or substantially improve
that same home, and be within the qualifying mortgage
amount limitations.

IRS Guidance: IR 2018-32

b



A Just because the source of funds was a home equity
L oan doesn 1 abdtomalt i cal |
we use tracing rules

- Alnterest is still

TR deductible on home
equity loans (or
second mortgagesif
the proceeds are used
to substantially
Improve the
residence, within the
overall limitation on
deductible mortgage
debt




A Because of the concern that taxpayers would
reduce their charitable giving if they were
not receiving a tax benefit, our Congress
INCREASED the amount that could be
givenannually to 60% of AGI (instead of
50%)




A Any trade or business incomeaxcept

A Specified service trade or business

ATrade or business of being an employee
A 20% of qualified business income

ALIi mit ations may appl yeé
A20% of REIT & PTP income

The 20% OBl Deduction




AQBI is the net amount of qualified items of
Income, gain, deductiorand lossfrom any
gualified trade or businessincluding income
from partnerships, S corporations, sole
proprietorships, and certain trusts.

AThese includable items must be effectively
connected with the conduct of a trade or
business within the U.S.




IS YEAR-END PLANNING STILL
WORTHWHILE?

What still works?




ABunching deductions still works; alternate
years for itemizing v. standard deduction

Alf vou re RMD dage, uUse
A Year-end loss harvesting

ARot h Conver sidoovers.no mor
A Consider Relocating to a TaxFriendly State

Ideas for Year-End Planning




