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 This presentation is an OVERVIEW of the general 
and common provisions of the new law and does 
not include all provisions nor all details of the 
provisions discussed.  

 It is not meant as a substitute for researching the 
provisions of the Tax Cuts and Jobs Act nor is it 
meant to be a substitute for subsequent 
interpretations of the legislation to be provided 
by the Internal Revenue Service.  

 In presenting the following material I will often 
refer to the Tax Cuts and Jobs Acts as the “new 
law, tax bill, or the bill” or TCJA



The Internal Revenue Service has 
announced that any returns claiming a 
refund based upon the earned income 

credit and/or additional child tax credit 
will not have the refunds made until 

February 27, 2018



 Under the tax act there are seven tax brackets 
rather than the four that had been contained in 
the final tax bill that had passed the House of 
Representatives.

 The new tax brackets are effective for years after 
December 31, 2017 and expire after December 
31, 2025.

 The income tax brackets will be adjusted for 
inflation after December 31, 2018 and rounded 
up to the next lowest multiple of $100 in future 
years. 

 The inflation adjustment is based upon the usage 
of the chained consumer price index unlike the 
present usage of the consumer price index. 



 The tax act retains the head-of-household filing 
status that originally was to be eliminated under 
the House legislation. 

 However, the new tax act requires the Treasury 
department to issue due diligence  requirements 
that pertain to paid preparers in determining 
whether or not an individual qualifies to file as 
head of household. 

1. A penalty of $500 per instance is to be 
assessed against paid preparers who fail to 
meet the requirements for determining the 
correct status.

2. Effective for years beginning January 1, 2018 
and expires after December 31, 2025. 



The individual tax rates are in seven brackets 
which for single filers are:

From To Rate
$    -0- $    9,524        10% 

9,525        38,699        12%
38,700        82,499        22%
82,500      157,499        24%

157,500      199,999        32%
200,000      499,999        35%
500,000           →             37%



The individual tax rates for joint/surviving spouse 
filers are:

From To Rate
$    -0- $  19,049        10% 

19,050       77,399        12%
77,400     164,999        22%

165,000     314,999        24%
315,000     399,999        32%
400,000     599,999        35%
600,000           →            37%



The individual tax rates for head-of-household 
filers are:

From To Rate
$    -0- $  13,599        10% 

13,600       51,799        12%
51,800       82,499        22%
82,500     157,499        24%

157,500     199,999        32%
200,000     499,999        35%
500,000           →            37%



 The married-separate filing brackets are the 
same as the one for single individuals except 
for the final 37% bracket with that bracket 
beginning at $300,000 rather than the single 
bracket beginning at $500,000.

 The IRS has issued new initial withholding 
guidance/tables in January. 



Rates MFS & S H of H MFJ
10% 0- $9,524 0- $13,599 0- $19049
12% - $38,699 - $51,799 - $77399
22% - $82,499 - $82,499 - $164,999
24% - $157,499 - $157,499 - $314,999
32% - $199,999 - 199,949 - $399,999



1. The current net capital gains tax rate is 
retained.

However, the current thresholds of 15% and 
20% will be indexed using the Chained 
Consumer Price Index for Urban Consumers 
beginning in 2018.

2. The unrecaptured Section 1250 gain 
continues to be taxed as under current law 
and, thus, is not changed. 

3. The maximum rate on qualified dividend 
income is retained and, thus, not changed.



4. The net investment income tax of 3.8% is 
retained and is not changed. 

5. The individual alternative minimum tax is 
retained but with increased AMT 
exemptions which are effective January 1, 
2018.

 The increased exemptions are:
I. $109,400 for individual and surviving 

spouse filers.
II. $70,300 for single filers.



Increased AMT exemptions continued:
III. $54,700 for married-separate filers.
 The threshold at which the alternative 

minimum tax exemptions are phased out are  
reduced by an amount equal to 25% of the 
amount by which the alternative minimum 
taxable income of the taxpayers exceeds 
$1,000,000 for joint returns and $500,000 
for all of the remaining filing statuses, thus, 
resulting in a substantial higher level. 



The Tax Cuts and Jobs Act of 2017 provides:
1. The repeal of the net investment income 

tax, special capital gains rate, and qualified 
dividend rate under current law.

2. The repeal of the individual alternative 
minimum tax.

3. (1) and (2) above. 
4. None of the above.



VI. The computation of the “kiddie tax” is 
simplified by utilizing the ordinary and capital 
gains rates that are applicable to trust and 
estate returns to the net unearned income of a 
child.

I. The taxation of the unearned income of a child 
is, thus, taxed according to the trust and estate 
tax brackets.

II. The computation of the tax subject to the 
“kiddie tax” is no longer determined by the 
parent’s or siblings tax status as under current 
law.  

III. Effective for tax years after December 31, 2017 
and expires on December 31, 2025. 



1. The deduction for personal exemptions is 
repealed.

As a result of the repeal of personal 
exemptions, requirements for filing a tax 
return tied into the current determination of 
the existence of the standard deduction are, 
thus, modified.

 Effective for tax years after December 31, 
2017 and expires after December 31, 2025.



2. The standard deduction is increased for all 
filing brackets in the amounts of:

I. Married – Filing Joint  - $24,000
II. Head of Household     - $18,000
III. All other filings status - $12,000
 The additional standard deduction for the 

elderly and blind are retained and, thus, not 
changed.

 For years after 2018, the standard deduction 
will be indexed for inflation using the chained 
consumer price index for urban consumers. 



The Standard Deduction Under The Tax Cuts 
and Jobs Act For Tax Years After 12-31-17:

1. Is limited to $24,000 for joint filers, 
$18,000 for head-of-household filers, and 
$12,000 for all other filers.

2. Allows the additional standard deduction 
for elderly and blind taxpayers. 

3. None of the above.
4. Both (1) and (2) above. 



3. The deduction for alimony is repealed as 
well as alimony income is no longer taxable.

 This provision is effective for any divorce or 
separation instrument executed after 
December 31, 2018 

 The tax treatment of existing divorce and 
separation agreements providing for alimony 
is not changed by the new legislation 



4. The $250 deduction for educator expenses 
is retained as it exists under current law 
after having been eliminated in the House 
bill and increased in the Senate bill.

5. The deduction for student interest is 
retained as it exists under current law 
having previously been eliminated under the 
House bill. 



6. The exclusion from income of tuition 
waivers for graduate students is retained as 
it exists under current law having previously 
been eliminated under both the House and 
Senate bills. 

7. The exclusion from gross income and 
wages for qualified bicycle commuting 
reimbursement  is repealed and such 
amounts paid are now taxable.  

 Effective January 1, 2018 and expires after 
December 31, 2025.



8. The exclusion from gross income and 
wages of qualified moving expense 
reimbursements is repealed.

 This provision does not apply to members of 
the United States armed forces who are on 
active duty and move pursuant to a military 
order. 

 Effective January 1, 2018 and expires after 
December 31, 2025.



9. The deduction for moving expenses is 
repealed effective January 1, 2018 and 
expires after December 31, 2025.

10. A provision under current law allows 
members of Congress to deduct up to 
$3,000 annually for living expenses is 
repealed.

 This is effective December 23, 2017.



11. The new law limits the losses incurred in 
gambling to the provisions of Section 165(d) 
that was essentially undone by a tax court 
decision.

 The provision of the new law states that “losses 
from wagering transactions” as defined by 
Section 165(d) includes any allowable deduction 
incurred in carrying on any wagering transaction. 

 The effect is that the new law clarifies that the 
limitation on losses from gambling applies not 
only to the actual costs of wages incurred by the 
individual in connection with the individual’s 
gambling activities but also to other expenses 
incurred in connection with the wagering activity 



12. The rules for the exclusion of gain from the 
sale of a principal residence under current law 
remain in effect, and, thus have NOT BEEN 
CHANGED.

 Both the House and Senate bills  would have 
changed  the exclusion by requiring that the 
taxpayer could only exclude the gain if he or she 
had owned and utilized the residence as a 
principal residence for at least five of eight years
prior to selling it and that he or she could only 
claim the exclusion once every five years. 



13. The amount of the individual shared 
responsibility payment known as the 
individual healthcare mandate is reduced to 
zero effective January 1, 2019.

This will have the effect of eliminating many 
“healthy” individuals from signing up for health 
insurance under ACA. 



 The drastic and controversial change in the 
Senate bill that would have required that any 
security sold, exchanged, or otherwise 
disposed on or after January 1, 2018 would 
have required the cost of that security 
determined on the first-in, first-out (FIFO), 
“oldest basis” was NOT ENACTED



The Tax Cuts and Jobs Act For Tax Years After 
2017:

1. Disallows the deduction for alimony 
payments but requires alimony received to 
be included in income for all separation and 
divorce agreements.

2. Continues to allow the deduction of moving 
expenses.

3. Continues to allow the deduction of interest 
on student loans.

4. None of the above.



15. Like-kind exchange provisions are now 
restricted to only exchanges of real 
property that is not primarily held for sale 
and that are completed after December 31, 
2017.

 Exception is made to this new restriction 
when the property received by the taxpayer in 
the exchange is received on or before 
December 31, 2017.



 Tractor FMV                             $75,000
 Basis (fully depreciated)               -0-
 Trade in for new tractor          $125,000
 Cash (boot)                                 50,000
 IRC 1245 recapture                     75,000
 New basis                                  125,000
 IRC 179 or bonus depreciation  $50,000



1. The new tax bill repeals the overall limitation 
on itemized deductions known as the “Pease 
limitation.”

 Effective January 1, 2018 and expires after 
December 31, 2025.

2. The allowance of all miscellaneous itemized 
deductions that are subject to the 2% of 
adjusted gross threshold are repealed.

 This provision in particular will have an adverse 
effect on individuals claiming large amounts of 
unreimbursed employee business expenses. 



 Effective January 1, 2018 and expires after 
December 31, 2025.

3. The medical expense deduction is retained 
and is subject to a 7.5% threshold for the 
years 2017 and 2018.

 This provision is one of the few areas of the 
new tax law that are retroactive to 2017.

 The original House bill had repealed the 
allowance of medical expense deductions.



4. The limitation on the deductibility of 
interest related to acquisition indebtedness 
is $750,000 or $350,000 in the case of 
individuals filing married-separate. 

 This provision is only applicable to 
acquisition indebtedness incurred ON 
December 15, 2017 and THEREAFTER.

Acquisition indebtedness incurred before 
December 15, 2017 is the same as the 
current law of $1,000,000 or $500,000 in the 
case of individuals filing married-separate. 



 Interest incurred on mortgages involving a 
second home are still deductible but subject 
to the overall limitation. 

5. The deduction for interest incurred through 
a home equity loan is repealed.

 This effective January 1, 2018 and expires 
after December 31, 2025.

6. The allowance of a deduction for charitable 
contributions has been changed in three 
ways:



I. The deductible percentage limitation based 
upon income is increased from 50% to 60% for 
cash contributions to public charities and other 
defined organizations. 

II. The current provision allowing a charitable 
contribution for amounts paid in return for 
college athletic event seating rights is 
repealed.

III. Repeals the substantiation exception contained 
in Section 170(f)(8)(D) for certain contributions 
reported by donee organizations. 



 The provisions that increase the charitable 
contribution percentage limitation and does 
not allow a deduction for amounts paid for 
seating rights are effective January 1, 2018.

 The provision that repeals the substantiation 
exception for certain contributions reported 
by donee organizations is effective 
retroactive to January 1, 2017.



7. The deduction for state, local, property, 
income, war profits, and excess profits 
taxes are limited to a combined overall 
amount of $10,000 and $5,000 for 
individuals filing as married-separate. 

 The new law repeals the deduction for the 
payment of foreign property taxes.



 Effective January 1, 2018 and expires after 
December 31, 2025.

 The question that will confront the 
practitioner is whether state and local income 
taxes and property taxes that were prepaid in 
late 2017 for 2018 are deductible?

 Regarding state and local income taxes, the 
new law contains a provision barring 
taxpayers from prepaying such taxes. 



 The tax bill states that regarding an amount 
paid in a tax year beginning before January 1, 
2018 with respect to a state or local income 
tax imposed for a tax year beginning after 
December 31, 2017, the payment will be 
treated as paid on the last day of the tax year 
for which such tax is imposed (i.e., 2018) for 
purposes of applying the provision limiting 
the dollar amount of the deduction.



 Regarding the prepayment of property taxes, 
there has been much confusion regarding 
deductibility. 

 The Internal Revenue Service provided guidance 
regarding this issue on December 27, 2017 when 
they stated:

I. “In general, whether a taxpayer is allowed a 
deduction for the prepayment of state or local 
property taxes in 2017 depends on whether 
the taxpayer makes the payment in 2017 and 
the real property taxes are assessed prior to 
2018.”



II. “A prepayment of anticipated real property 
taxes that have not been assessed prior to 
2018 are not deductible in 2017.”

III. “State and local law determines whether 
and when a property tax is assessed which 
is generally when the taxpayer becomes 
liable for the property tax imposed.”

 Thus, the questions are:
When is the property tax assessed?
When is the taxpayer liable?



 Is the assessment made when local and county 
government records, such as on the internet, 
reflect the amount of property taxes that will be 
due on the property for 2018 and subsequent 
years?  Note: Ohio’s property taxes are paid in 
arrears and, thus, 2017 is assessed but not paid 
until 2018 making such prepayments allowable.

 Is the assessment and liability provisions met 
when local and county governments accept 
payment of property taxes for 2018 and 
subsequent years?



 Many tax pundits are awaiting additional IRS 
interpretation on these points in conjunction with 
the previously released guidance and actions of 
local and county governments.

 The point is that the “horses have been let out of 
the barn” and many taxpayers have prepaid their 
taxes regardless of our advice to be cautious in 
doing so. 

 One of the adverse effects of the prepayment of 
the state and local income and property taxes is 
that in doing so one may automatically trigger an 
alternative minimum tax liability. 



The Tax Cuts and Jobs Act For Tax Years After 
12-31-17:

1. Disallows all expenses subject to the 2% 
adjusted gross income threshold except for 
unreimbursed employee business expenses.

2. Disallows interest on home equity loans.
3. Allows a maximum deduction of $10,000 in 

real estate taxes on real property only. 
4. All of the above.
5. None of the above. 



8. Casualty and theft loss rules are changed to 
reflect:

I. In the case of a personal casualty loss 
which arose after December 31, 2015 and 
before January 1, 2018 that was 
attributable to events resulting in a 
Presidential disaster declaration, such 
losses are deductible without regard to 
whether aggregate net losses exceed 10% 
of a taxpayer’s adjusted gross income.  



II. The losses must exceed $500 per casualty.
III. Such losses may be claimed in addition to the 

standard deduction. 
IV. All other casualty and theft losses are allowable 

only with a presidential disaster declaration. 
 The provision is effective on December 22, 2017.
9. Early withdrawal penalties imposed upon taking 

a distribution from a retirement plan do not 
apply to qualified 2016 disaster distributions to 
the extent the amount withdrawn does not 
exceed $100,000 over the aggregate amounts 
treated as qualified 2016 disaster distributions 
received by such individuals for all prior years.



1. The amount of the child tax credit is 
increased to $2,000 per qualifying child 
under the age of 17.

2. A nonrefundable credit in the amount of 
$500 for certain non-child dependents is 
allowed. 

 The new law retains the definition of a 
dependent as it exists under the current law. 



3. The modified adjusted gross income 
threshold at which the credit is phased out 
has been changed by increasing it to 
$400,000 for joint filer and $200,00 for 
other filing statuses. 

 The new law does not provide for indexing 
due to inflation of the threshold levels. 



5. The maximum amount that may be refunded 
may not exceed $1,400 per qualifying child.

 A social security number must be provided for 
each qualifying child for whom the credit is 
claimed and for whom the refund is sought. 

 The maximum refundable amount is indexed for 
inflation utilizing the 2017 year as the base and 
rounding up to the nearest $100.

 Effective January 1, 2018 and will expire after 
December 31, 2025.



1. Regarding an ABLE account, once the overall 
limitation on contributions is reached, a 
designated beneficiary of the ABLE account 
can contribute an additional amount which 
is the lesser of (a) the federal poverty line 
for a one-person household or (b) the 
individual’s compensation for the tax year.

A designated beneficiary of an ABLE account 
may now claim the saver’s credit for 
contributions made to the ABLE account. 



 Effective December 23, 2017 and will expire after 
December 31, 2025.

2. A rollover from a Section 529 account to an 
ABLE account without penalty is provided if the 
ABLE account is owned by the designated 
beneficiary of the Section 529 account.

 Permitted if the owner of the Section 529 account 
is a member of the designated beneficiary’s 
family.

 Effective January 1, 2018 and expires after 
December 31, 2025.



3. A distribution from a Section 529 account 
which may not exceed $10,000 in 
expenses for tuition incurred during the 
tax year for enrollment or attendance of a 
designated beneficiary at a public, private, 
or religious elementary or secondary 
school is allowed. 

The limitation is applied on a per student 
basis.



 The $10,000 limitation is an OVERALL one 
applied regardless of whether designated 
beneficiary is the beneficiary of multiple 
accounts. 

Distributions in excess of the overall $10,000 
limitation are taxed under the provisions of 
Section 529.

 Effective for distributions made January 1, 
2018 and thereafter. 



The Tax Cuts and Jobs Act For Tax Years After 
December 31, 2017:

1. Allows a maximum of $10,000 distribution 
from a Section 529 account per beneficiary to 
pay for enrollment or attendance at a private, 
public, or religious elementary or secondary 
school.

2. Allows a child credit of $2,000 for a child under 
18.

3. Requires a social security number for the 
refundable child care credit. 

4. None of the above.
5. Both (1) and (3) above.



1. The deduction under Section 199 known as 
the domestic production activities 
deduction is repealed effective January 1, 
2018.

2. The deduction for amounts awarded under 
an employee achievement award program 
such as cash, gift cards, and other non-
tangible items are repealed effective January 
1, 2018.

3. The maximum corporate tax rate is 21% 
effective January 1, 2018.



4. Regarding meals, entertainment, and 
related deductions:

I. No deductions are allowed for an activity 
generally considered to be amusement, 
entertainment, or recreation. 

II. No deductions are allowed for membership 
dues with respect to any club organized for 
business, pleasure, recreation, or other 
social purposes.

 Rotary? Lions? Kiwanis? 



III. No deductions are allowed for expenditures 
related to a facility or portion thereof used in 
connection with any of the above items. 

IV. No deductions are allowed for any 
expenditures incurred for providing any 
qualified transportation except as it is 
necessary for ensuring the safety of an 
employee.

V. No deductions are allowed for any expenses 
incurred or for any payments or 
reimbursements related to the commuting 
between the employee’s residence and place of 
employment. 



VI. The 50% limitation on the deduction of 
meals is now to be applied to all expenses 
that an employer incurs that are related to 
the provision of food and beverages 
through an eating facility that meets the 
current requirements of being classified as 
a de minimis fringe benefit and for the 
convenience of the employer.

VII. After December 31, 2025, the above 
expenses in VI will not be deductible. 



The Tax Cuts and Jobs Act of 2017 For Tax Years 
After 2017:

1. Repeals the domestic production activities 
deduction.

2. Continues to allow deductions for amounts 
awarded from employee achievement awards.

3. Continues to allow the deduction for 
membership dues.

4. Repeals the allowance for entertainment 
expenditures.

5. Both 1 and 4 above. 



 Effective January 1, 2018 and expires after 
December 31, 2025.

5. Excess business losses of a taxpayer other 
than a corporation are not allowed for the 
tax year and must be carried forward as a 
net operating loss.

 Net operating loss carryovers are allowed for 
a tax year limited to the lesser of (a) the 
carryover amount or (b) 80% of the taxable 
income determined without regard to the 
deduction for net operating losses. 



 The provision applies at the partner level in the 
case of partnerships and the shareholder level in 
the case of S corporations. 

 An excess business loss is defined as the excess 
of aggregate deductions of the taxpayer 
attributable to the trades or businesses of the 
taxpayer (ignoring the limitation of this 
provision) over the sum of aggregate gross 
income or gain of the taxpayer plus the threshold 
amount of $250,000 or twice the otherwise 
threshold amount in the case of a joint return.

 Effective January 1, 2018 and expires after 
December 31, 2025.



6. A “pass through deduction” in the amount of 
20% is allowed for sole proprietors, partners, 
and S corporation shareholders for what is 
defined as qualified business income from what 
is termed a “qualified trade or business.”

 Thus, the deduction is claimed on the 
individual’s tax returns whether an individual 
itemizes or does not itemize.

 The deduction does not reduce gross income in 
arriving at adjusted gross income.

 Instead, it reduces taxable income and is 20% of 
“qualifying business income.”



 The deduction can be claimed regardless 
whether one itemizes or does not. 

 The deduction, as mentioned before, is based 
upon the qualifying business income from a 
qualified trade or business. 

 Thus, the calculation of the deduction is 
primarily based upon the definitions of what 
constitutes a qualified trade or business and 
what constitutes qualifying business income. 



 However, there are numerous limitations and 
prohibitions such as:

I. The term “qualified trade or business” for 
which the deduction is allowed is any trade or 
business EXCEPT:

 A specified service trade or business such as one 
that performs services in the health, law, 
consulting, athletics, financial services, 
brokerage services, accounting, or any trade or 
business where the principal asset is the 
reputation or skill of one or more of its 
employees or owners. 



 Essentially, all personal service businesses 
are excluded from the allowance of the 
deduction with the exception of engineering 
and architectural services which are excluded 
from the prohibitive definition of specified 
trade or business.

However, the previously discussed rule 
prohibiting the specified service trades or 
businesses from qualifying for the deduction 
IS NOT applicable to:



I. Individuals with taxable income of less than 
$157,000 for single filers and $315,000 for 
joint filers.

II. Once the threshold amounts of $157,000 and 
$315,000 are reached, a limitation on the 
deduction is phased in over a range of $50,000 
for single filers and $100,000 for joint filers.

III. The phase in of the “specified service business 
limitation” is calculated by taking into account 
an applicable percentage of qualified items of 
income, gain, deduction, loss, and allocable W-
2 wages.



IV. The applicable percentage is 100% reduced by 
the percentage equal to the ratio of the excess 
of the taxable income of the taxpayer over the 
threshold amount bears to $50,000 ($100,000 
for joint returns).

 Qualified business income is defined as income, 
gain, deduction, and loss only to the extent they 
are connected with the conduct of a trade or 
business within the United States. 

I. It does not include any amount paid by an S 
corporation that is treated as reasonable 
compensation of the taxpayer. 



II. It does not include any guaranteed 
payments in the case of a partnership nor 
does it include any amounts paid or 
incurred by a partnership to a partner who 
is acting other than in his or her capacity as 
a partner for services. 

 The determination of what constitutes 
qualified income, gain, deduction, and loss 
takes into account these items only to the 
extent included or allowed in the 
determination of taxable income for the year. 



Calculation of Deduction
The deductible amount for EACH qualified trade or 

business is the lesser of:
1. 20% of the taxpayers qualified business income 

with respect to each trade or business or
2. The greater of 50% of the W-2 wages with 

respect to the trade or business or the sum of 
25% of the W-2 wages with respect to the trade 
or business and 2.5% of the unadjusted basis 
immediately after acquisition of all qualified 
property. 



 The W-2 “wage limitation” is the amount 
referenced to the previous number 2 in the 
calculation. 

 It is based upon the amount of wages paid that 
or reported on the form W-2 or the W-2 wages 
paid plus a factor for capital. 

 W-2 wages are defined as total compensation 
subject to wage withholding, elective deferrals, 
and deferred compensation paid by the qualified 
trade or business with respect to employment of 
employees during the calendar year ending 
during the tax year of the taxpayer.



W-2 wages DO NOT include any amount 
which is not properly allocable to the 
qualified business income as a qualified item 
deduction as well as any amount which was 
not properly included in a return filed with 
the Social Security Administration on or 
before the 60th day after the due date 
including extensions for such a return.

Thus, no delinquent wage filings.



 As previously discussed, the W-2 wage limitation 
on the deduction is based upon W-2 wages paid 
or W-2 wages paid plus a capital element. 

 The limitation is PHASED IN ABOVE a threshold 
amount of taxable income which is:

I. 50% of W-2 wages paid with respect to the 
qualified trade or business or

II. The sum of 25% of the W-2 wages with respect 
to the qualified trade or business plus 2.5% of 
the unadjusted basis, immediately after 
acquisition, of all qualified property. 



Qualified property is defined as including 
tangible property of a character subject to 
depreciation that is held by, AND available for 
use, in the qualified trade or business at the 
close of the taxable year. 

 Property that is sold is not taken into account 
in determining the limitation.

 The new law requires the IRS to provide 
guidance on applying the limitation in the 
case of short tax years that include 
acquisitions, disposes, etc. of assets. 



 The IRS is also to provide guidance on 
application of the rules in instances involving 
the acquisition of property from a related 
party, sale-leaseback, anti-abuse rules, the 
limitation on W-2 wages and capital, 
determining the unadjusted basis 
immediately after acquisition of qualified 
property acquired in like-kind exchanges as 
well as involuntary conversions.



Again, the limitation based upon the form W-
2 wages phases in for a taxpayer with taxable 
income in excess of $315,000 for joint filers 
and $157,500 for all other filers.

 These amounts will be indexed for inflation.
 Taxpayers with taxable income within the 

phase-in range would calculate the wage 
limit and then compare the calculations as:



I. 20% of the taxpayer’s qualified business 
income with respect to the qualified trade or 
business WITH

II. W-2 wage limitation with respect to the 
qualified trade or business. 

III. If the amount determined under step 2 above 
is less then the amount calculated in step 1 
above, the taxpayer’s deductible amount is the 
amount determined under (1) reduced by the 
same proportion of the difference between the 
two amounts as the excess of taxable income 
of the taxpayer over the threshold amount 
bears to $100,000 for joint returns and 
$50,000 for all others. 



 If the net amount of qualified business 
income from all qualified trades or business 
during the tax year is a loss, it is carried 
forward as a loss from a qualified trade or 
business in the next tax year with the 
deduction reduced by 20% (but not below 
zero) of any carryover qualified business loss. 



Qualified Items of Income, Deduction, and Loss 
For Purposes of Computing the Deduction DO 

NOT Include:
1. Any amount taken into account in 

computing a net long-term capital gain or 
net long-term capital loss.

2. Dividends, income equivalent to a dividend, 
or payments in lieu of dividends.

3. Interest income OTHER than that which is 
properly allocable to a trade or business. 



4. Excess of gain over loss from commodities 
transactions other than the amounts incurred in 
the normal course of the trade or business with 
or with respect to stock in trade or business, 
property used in the trade or business, or 
supplies regularly used or consumed in the 
trade or business.

5. Excess of foreign currency gains over foreign 
currency losses other than a business activity.

6. Net income from notational principle contracts 
other than clearly identified hedging 
transactions. 



7. Amounts received from an annuity that is not 
used in the trade or business of the business 
activity. 

 Any deduction or loss properly allocable to the 
previously discussed income. 

 Qualified REIT income, cooperative dividends, 
and publicly traded partnership income are 
allowed the deduction with certain limitations 
and resulting restrictions.

 Trust and estates as well as agricultural and 
horticultural cooperatives are allowed the 
deduction with certain limitations. 



Calculating the Final Amount of the Deduction
The individual taxpayer may deduct an equal to 

the sum of:
1. The lesser of the combined qualified 

business income amount for the tax year OR 
an amount equal to 20% of the excess, if 
any, of the taxpayer’s taxable income for 
the tax year over the sum of any net capital 
gain and qualified cooperative dividends 
AND



2. The lesser of 20% of qualified cooperative 
dividends for the tax year reduced by net 
capital gain. 

 The above sum may not exceed the 
taxpayer’s taxable income for the tax year 
reduced by net capital gain.

 Effective January 1, 2018 and expires for tax 
years after December 31, 2025.



The “Pass Through” Deduction Allowed for Tax 
Years After December 31, 2017:

1. Is deducted at the entity level.
2. Is deducted from gross income to arrive at 

adjusted gross income on the individual 
partner’s or shareholder’s form 1040.

3. Is a flat 20% regardless of income.
4. Is computed on all forms of income 

reported by the entity.
5. None of the above. 



7. Additional first-year depreciation is increased 
to 100% for qualified property placed in service 
after September 27, 2017 and before January 1, 
2023. 

 The TCJA states that the phase-down of bonus 
depreciation, as mandated by present law, is 
maintained for property acquired before 
September 28, 2017 and placed in service after 
September 27, 2017.

 Most significantly, the new law REMOVES the 
requirement that the property’s usage must 
begin with the taxpayer!



However, the TCJA states that the additional 
or bonus depreciation applies only to 
property purchased in an arm’s length 
transaction and DOES NOT apply to:

I. Property inherited or received as a gift.
II. Trade-ins, like-kind exchanges, or 

involuntary conversions but is allowed in 
these instances to the amount of money 
paid in addition to the traded-in property 
or in excess of the adjusted basis of the 
replaced property.



III. Property acquired in a nontaxable exchange 
such as a reorganization.

IV. Property acquired from a party named in 
Section 267. 

V. Property acquired from a person who controls, 
is controlled by, or is under common control 
with the taxpayer. 

 This provision removes computer equipment 
from the definition of listed property, thus, 
removing both the depreciation limitations and 
substantiation of business usage requirements. 



 The new provision for additional first year 
depreciation pertains to specified plants 
bearing fruits or nuts that are grafted or 
planted after September 27, 2017 and before 
January 1, 2023.

 The bonus depreciation amount of $8,000 for 
luxury passenger automobiles placed in 
service after December 31, 2017 is 
maintained. 



8. The amount of property that may be 
expensed under Section 179 is increased to 
a maximum of $1,000,000 with the phase-
out threshold increased to $2,500,000.

 The definition of what qualifies to be 
expensed under Section 179 is expanded to 
include certain depreciable, tangible, 
personal property used predominantly in 
furnishing lodging or in connection with the 
furnishing of lodging. 



 The definition of what qualifies for expensing 
under Section 179 is, also, expanded to 
include improvement to nonresidential real 
property placed in service after the date such 
property was first placed in service such as 
roofs, heating, air-conditioning, fire 
protection, alarm systems, ventilation, and 
security systems. 

 Effective January 1, 2018.



The Tax Cuts and Jobs Act of 2017 For Tax 
Years After 2017:

1. Allows bonus depreciation in the amount of 
100% of the qualified property.

2. Allows bonus depreciation only on property 
whose usage originates with the taxpayer.

3. Allows bonus depreciation regardless of 
whether it originates or does not originate 
with the taxpayer. 

4. (1) and (3) above. 



9. Depreciation is increased for luxury, 
passenger automobiles for the year in which 
they are placed in service and for which the 
additional first-year depreciation is NOT 
claimed.

The new maximum amounts are:
I. First year - $10,000
II. Second year - 16,000  
III. Third year - 9,600
IV. Fourth and later - 5,760



 The limits will be indexed for automobiles 
placed in service after 2018.

 This provision of the law, also, removes 
computers and “peripheral” equipment from 
the definition of listed property and, once 
again, removes the burdensome 
substantiation requirements for such 
equipment. 

 Effective for assets placed in service after 
December 31, 2017.



10. The recovery period for any machinery or 
equipment other than grain bins, cotton 
ginning assets, fences, or other land 
improvements used in farming is reduced 
to 5 years.

 The ORIGINAL usage must BEGIN with the 
taxpayer and the equipment is placed into 
service after December 31, 2017.

 Repeals the required use of the 150 % 
declining balance method for property used 
in farming.



However, the 150% declining balance method 
will continue to apply to all 15 and 20 year 
class life property used in the farming 
business for which the straight-line method 
of depreciation does not apply OR for 
property in which the taxpayer elects to use 
the 150% declining balance method. 

 Effective for property placed in service after 
December 31, 2017.



11. The recovery period for residential rental 
property under the alternative depreciation 
system (ADS) method is reduced to 30 
years. 

An election can now be made where the 
electing real property trade or business may 
use the ADS recovery period in depreciating 
real and qualified improvement property. 



12. The separate definitions for what constitutes a 
qualified leasehold improvement, qualified 
restaurant property, and qualified retail 
improvement property are eliminated. 

 Instead, a 15 year recovery period using the 
straight-line method and half year convention is 
provided for qualified improvement property 
which encompasses all three prior, separate 
definitions.

 A 20 year recovery period for such property 
under the ADS method is now allowed. 



 If the property is not qualified improvement 
property, its depreciable life reverts to the 
existing, applicable recovery period.

 Effective for property placed in service after 
December 31, 2017.



13. Net operating loss deductions are limited to 
80% of taxable income computed without 
the inclusion of the net operating loss 
deduction and may be carried forward 
indefinitely. 

Net operating losses may no longer be 
carried back except for farming losses which 
may be carried back two years. 

 Effective January 1, 2018.



14. Deduction for business interest expense is 
limited to the sum of business interest 
income plus 30% of the adjusted taxable 
income of the taxpayer for the tax year.

 The 30% limitation does not apply to 
businesses with average annual gross 
receipts for the three tax year periods ending 
with the prior tax year that DO NOT exceed 
$25 million. 

 Businesses using floor planning are also 
exempted. 



A taxpayer in the business of real property 
development, redevelopment, construction, 
reconstruction, acquisition, conversion, 
rental, operation, management, leasing, or 
brokerage trade or business may make an 
election to not be treated as a business 
subject to the limitation and, thus, the 
restrictive deduction will not apply. 

 The amount of any interest that was not 
allowed as a deduction may be carried 
forward indefinitely. 



An agricultural and horticultural business as 
well as a real property trade or business is 
not subject to the interest deduction 
limitation if they elect out of it and if the 
businesses use the ADS method, in the case 
of farming with a recovery period of 10 years 
or more, or elects to use the ADS. 

A separate calculation is required to 
determine the adjusted taxable income for 
purposes of application of the limitation. 



Applies at the entity level in the case of 
partnerships. 

 There is a calculation to prevent a double 
mathematical factor by providing special 
rules for the determination of the adjusted 
taxable income of each partner in the 
partnership. 

 Effective for tax years after December 31, 
2017.



15. Eligible employers for the years 2018 and 2019 
are allowed a general business credit of 12.5% 
of the amount of wages paid to qualifying 
employees during any period in which such 
employees are on family and medical leave if 
the rate of payment under the program is 50% 
of the wages normally paid to an employee.

 The credit is increased by 0.25% but not above 
25% for each percentage point by which the rate 
of payment exceeds 50%.

 There must be a written plan that provides for 
non-discriminatory treatment. 



16. The cash method of accounting may be used by 
taxpayers with average annual gross receipts 
for the three prior periods that do not exceed 
$25 million.

 The new law retains the exception from the 
required use of the accrual method for a 
qualified personal service corporation and 
entities other than a C corporation. 

 If the taxpayer is already using the accrual 
method, any change under this provision is a 
change in accounting. 

 Effective for tax years after December 31, 2017.



17. Taxpayers with gross receipts under $25 
million and meet the $25 million gross 
receipts test are not required to account for 
inventories.

 Such taxpayers may use a method of 
accounting for inventories that treats them as 
either:

I. Non-incidental materials and supplies or
II. Conforms to the taxpayer’s financial 

accounting treatment of inventories. 



 If the taxpayer is currently using inventories, 
any change under this provision is a change 
of accounting under Section 481.

 Effective for tax years after December 31, 
2017.



18. Taxpayers that meet the $25 million gross 
receipts test are no longer required to 
capitalize inventory under the UNICAP rules nor 
are they required to use the percentage of 
completion contract accounting rules. 

 In the case of sole proprietorships, the $25 
million gross receipts test is applied as if the sole 
proprietorship was a partnership or corporation. 

 The requirement to not use the percentage of 
completion method applies to contracts required 
to be completed within two years of the 
commencement of the contract. 



 Regarding the UNICAP provision, if the taxpayer 
changes their method of accounting because 
they are no longer required or is required to 
apply Section 263A by reason of this provision, 
such change it treated as initiated by the 
taxpayer and made with the consent of the 
Secretary. 

 Regarding the percentage of completion method 
provision, any change to the completed contract 
method is considered a change in accounting for 
purposes of Section 481. 



 Effective for tax years after December 31, 
2017 including contracts entered into after 
that date. 



20. The TCJA provides a Section 481(a) 
adjustment of an eligible terminated S 
corporation which is attributable to the 
revocation of its S election is taken into 
account ratably over a six year period 
beginning with the year of change. 

 This provision, like all of the others, that we 
have discussed requires a careful study. 

 Effective upon enactment of the law.



21. Among several provisions affecting 
partnerships is a key one that repeals the 
technical termination of a partnership under 
Section 708(b)(1)(A).

 This provision does not change the current law 
requirement that a partnership is considered as 
terminated if no part of any business, financial 
operation, or venture of the partnership 
continues to be carried on by any of its partners 
in a partnership.

 Effective for tax years after December 31, 2017.



22. Other areas that the TCJA has changed 
regarding partnerships that require study by 
the practitioner are:

I. Tax gain on the sale of partnership 
interests on a “look-through” basis. 

II. Definition of substantial built-in loss on 
transfers of a partnership interest. 



22. The corporate alternative minimum tax is 
repealed for tax years after December 31, 
2017.

23. The rehabilitation tax credit is retained with 
modifications. 

24. No deduction is allowed for local lobbying 
expenses after December 22, 2017.

25. Research and experimental expenditures 
are required to be capitalized and 
amortized over a five year period for tax 
years beginning after December 31, 2025.



1. The gift and estate exemption is doubled 
and will be indexed for inflation occurring 
after 2011.

 The basic exclusion is increased from $5 
million to $10 million.

 This provision is effective for decedents 
dying, generation-skipping transfers, and 
gifts made after December 31, 2017 and 
before December 31, 2025.



2. The taxation of trust is changed to reflect 
the following rates:

I. Up to $2,550            - 10%
II. $2,551   - 9,149    - 24%
III. $9,150   - 12,499    - 35%
IV. Over $12,500            - 37%
 Effective for tax years of December 31, 2017.
3. An individual that is a nonresident alien will 

be allowed a potential beneficiary of an 
Electing Small Business Trust effective 
January 1, 2018.



4. A charitable contribution made by an 
Electing Small Business Trust will be 
determined by the rules attributable to 
individuals and not trusts effective for tax 
years beginning after December 31, 2017. 



1. A contribution of one type of IRA to be re-
characterized as a contribution to the other 
type of IRA will not apply to a conversion 
contribution to a Roth IRA.

 Re-characterization is not permitted to unwind a 
Roth conversion. 

 It is still permitted for re-characterization of a 
contribution to a Roth IRA to a traditional IRA 
before the due date of the individual’s tax return. 

 Effective for tax years after December 31, 2017.



1. The “Johnson amendment” which bars tax 
exempt entities such as churches, 
synagogues, mosques, etc. from engaging 
in various political activities was NOT 
REPEALED as originally contained in the 
House bill. 

2. Student loans that are discharged as a 
result of disability or death are excluded 
from inclusion in income effective January 
1, 2018 and before January 1, 2026.



3. The time to return the monetary proceeds from 
the sale of property by the IRS to a taxpayer 
due to a wrongful levy is now two years. 

 The time period in which a taxpayer may bring a 
civil action against the IRS for a wrongful levy is 
now extended to two years.

 Effective for levies made after December 22, 
2017 and levies made on or before December 22, 
2017 provided that the nine month period has 
not expired as of December 22, 2017.



4. Payments made related to the management 
of private aircraft are exempted from the 
excise tax imposed on taxable 
transportation by air for amounts paid after 
December 22, 2017.

5. A three holding period is now required for 
certain net long-term capital gains 
generated as a result of the receipt of a 
profits interest in a partnership (i.e.,  
“carried interests”) effective January 1, 
2018.



6. An excise tax is imposed upon a tax exempt 
employer (entity) in the amount of 21% of 
the sum of the (1) remuneration other than 
excess parachute payments in excess of $1 
million paid to a covered employee and (2) 
any excess parachute payment paid by the 
tax exempt organization for tax years after 
December 31, 2017.



 IRC 13801 – Reduced Rate of Excise Tax  on 
Beer

 Was $18.00 per barrel 
 Reduced to $16.00 per barrel on first 6,000 

barrels of beer
 Effective after December 31, 2017 
 Expires December 31, 2019

“Dilly Dilly”
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