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The Tax Cuts & Jobs Act signed into law on 
December 22, 2017 by President Donald Trump 
has widespread changes affecting your personal 
taxes and estate planning.  While this law 
significantly impacts business taxes too, this article 
primarily reviews the impact of the tax law on your 
personal finances.  It’s vital you be aware of and plan 
for these changes during 2018.  The following summary explains the most critical 
changes that affect how much tax you’ll owe the IRS. 
 

What Has Changed? 
 

Tax Brackets:  The seven current marginal tax brackets (10%, 15%, 25%, 28%, 
33%, 35%, and 39.6%) are replaced with seven corresponding brackets at lower 
rates (10%, 12%, 22%, 24%, 32%, 35%, and 37%).   

Your Paychecks:  You’ll likely notice a 
change in your federal withholdings starting 
February 2018, as the IRS updated 
withholding tables during January 2018. 

Your K-1:  Most business owners receiving a K-1 will be able to 
deduct 20% of that pass-through income tax-free.  There are 
income and service field limitations.    

Your Estate Plan: The Federal estate tax exemption doubled to 
approximately $11.2 million.  It’s a good time to review your 
estate plan with your CPA, advisor and attorney.  The strategies surrounding the use of 
trusts will be impacted by this change. 

The Standard Deduction:  The standard deduction is nearly doubling to $12,000 
(single), $18,000 (head of household), and 
$24,000 (married filing jointly).  Far fewer 
taxpayers will itemize deductions. 

 

Your advisors at Witzig 

Financial Strategies: Clockwise 

from top-left: Philip Schmidt, 

Bartt Stevens, Michael Witzig, 

and John Witzig. 

It’s never too 

late to take 

charge of your 

financial future. 

Don’t put off 

until tomorrow 

what you can 

do today!  

Witzig Financial 
Strategies: 
 

805 W. Jackson Street 

Suite 201 

Morton, IL 61550 
 
(309) 282-6403 
www.witzigfinancial.com 

New Tax Reform Law & Your Return 

By: Philip Schmidt, CPA/PFS 

Will the new law spell trouble for your return? 
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Itemizing Deductions:  If you do still itemize deductions on Schedule A, note the following: 

...continued from page 1. 

This tax bill is expected to cut $1.5 trillion of taxes over the next 10 years, approximating a 3.5% federal tax cut.  56% of 
this tax cut is expected to go to individuals, with the remaining 44% going to businesses. 

Most of these provisions could expire after 2025; however, the decreased corporate tax rate is permanent. 

You’ll notice there are impacts going both directions on taxpayers (increasing and decreasing taxable income), making it 
more important that you understand how this will impact you personally. 

Remember to file your 2017 tax returns timely in light of the Equifax breach.  If someone stole your identity, they may 
attempt filing a return in your name to claim your refund fraudulently. 

Each person’s tax situation is unique.  2018 is a 
good year to review your tax plan with your CPA. 

Key Items to Note: 

Personal Exemptions:  These exemptions are repealed.  You’ll no longer deduct $4,050 per dependent on your tax return. 
Large families will be impacted. 

Child Tax Credit:  The credit doubles from $1,000 to $2,000 per child and the AGI phase-out increased significantly.  The 
refundable portion of this credit is $1,400 per child. The higher credit will help offset the negative impact of losing personal 
exemptions for many families.   

Corporate Income Taxes: The top corporate income tax rate will fall from 35% to 21%.  There are other business tax 
impacts not discussed here. 

Alternative Minimum Tax (AMT):  The AMT exemption amounts and phaseout thresholds are increased notably, such 
that fewer taxpayers will be subject to AMT. 

Health Insurance Mandate:  Effective January 1, 2019, this mandate is scheduled to be repealed and you will no longer 
face a penalty for not having minimum, essential health coverage. 

Alimony:  Effective January 1, 2019, taxpayers who divorce will not deduct alimony payments from taxable income, and 
will not report alimony received as income. 
 

The deduction for state and local income and property taxes is limited to $10,000. 

The AGI limit for deducting charitable gifts increases from 50% to 60%. 

The mortgage interest deduction is limited to interest on $750,000 of qualified mortgage debt.  
Mortgage debt acquired prior to 2018 is grandfathered at the $1 million indebtedness 
limitation.  No interest will be deductible on home equity loans. 

The Adjusted Gross Income (AGI) limitation for deducting medical expenses is changed to 
7.5% for all taxpayers for 2017 (retroactively) and 2018; it then returns to 10% in 2019. 

Miscellaneous itemized deductions subject to the 2% AGI floor are no longer deductible. 

Generally, no casualty and theft losses are deductible, except for those suffered in a federal 
disaster area. 

Check out our new website at: 
www.witzigfinancial.com 

http://www.witzigfinancial.com

