
 
 

 
 

December 20th, 2017 
 

Congress Agrees to New Tax Reform Bill 

On Friday, December 15th, the conference committee tasked with negotiating modifications 
to the separate House and Senate tax reform bills signed off on a conference report which 
reconciles the two versions. With Republicans determined to present a final bill to the 
president before Christmas, both Houses of Congress have already moved quickly and 
agreed to pass the new unified bill. The president is expected to provide final approval by 
the end of the week.  
 
The new “Tax Cuts and Jobs Act” cherry picks from the bills that originally passed each 
chamber, but it also includes a number of compromises and add-ons. Below, we will discuss 
several of the major provisions of the conference committee report as compared to current 
tax law (rather than the previously discussed House and Senate versions of the bill). We will 
also discuss some general planning strategies to consider before the close of 2017, weighing 
current versus proposed tax law. With a new tax landscape forthcoming for 2018, we 
welcome you to contact us with your year-end tax considerations.  
 
Individual Income Taxes 
 

Description Current Law (2017) New Bill (2018) 

Individual 
Tax Rates 
and Income 
Brackets 

Rate Single Joint 
10% $0 $0 
15% $9,325 $18,650 
25% $37,950 $75,900 
28% $91,900 $153,100 
33% $191,650 $233,350 
35% $416,700 $416,700 

39.6% $418,400 $470,700 
 

Rate Single Joint 
10% $0 $0 
12% $9,525 $19,050 
22% $38,700 $77,400 
24% $82,500 $165,000 
32% $157,500 $315,000 
35% $200,000 $400,000 
37% $500,000 $600,000 

   
 

Standard 
Deduction, 
Exemptions, 
Child Tax 
Credit 

Standard deduction is currently 
$6,500 for single filers and 
$13,000 for joint filers with 
additional personal exemptions 
allowed up to $4,050 per person. 
 

Standard deduction would increase 
to $12,000 (single) and $24,000 
(joint). Personal exemptions would 
be eliminated, however the bill 
introduces a larger Child Tax Credit.  

Itemized 
Deductions 

• Real estate, personal property 
and state and local income 
taxes: fully deductible 
(subject to AMT). 

• Real estate, personal property 
and state and local income taxes: 
will be capped at $10,000 in total. 
 



 
 

 
 

• Charitable contributions: fully 
deductible (subject to AGI 
limitations). 

 
• Mortgage interest: deductible 

up to $1,000,000 in mortgage 
debt and $100,000 in home 
equity debt. 

 

• Charitable contributions: fully 
deductible, AGI limitation for 
cash gifts to a public charity 
increased to 60%. Donations 
attached to college athletic event 
seating rights would be denied.  

 
• Mortgage interest: deductible up 

to $750,000 in mortgage debt for 
new purchases, removes equity 
debt deduction. 

 
• Eliminates other miscellaneous 

itemized deductions, including: 
investment advisory fees, tax 
prep fees and unreimbursed 
employee business expenses. 

 
• Eliminates the overall limitation 

on itemized deductions (known 
as the Pease Limitation). 

 
Long-term 
Capital 
Gains and 
Qualified 
Dividends 

Long-term capital gains and 
qualified dividends are taxed at 
0% for taxpayers in the 10% and 
15% ordinary income brackets; 
15% for taxpayers in the 25% - 
35% brackets; and 20% for 
taxpayers in the 39.6% bracket. 
Additionally, a 3.8% surtax 
applies on all Net Investment 
Income for taxpayers with AGI 
above $200,000 or $250,000 
(single/joint).  
 

Preferential rates for long-term 
capital gains and qualified dividends 
will continue to be based on the old 
ordinary income thresholds instead 
of the new ones. So, there is virtually 
no change to current law and the 
highest 20% rate would now kick in 
in the middle of the new 35% 
brackets. The 3.8% NII surtax will 
continue to apply.  
 
Note: provision to mandate FIFO for 
cost basis purposes was not included. 
 

Individual 
Alternative 
Minimum 
Tax (AMT) 

Imposes a two-rate (26%, 28%) 
minimum tax with an $86,200 
exemption and a $164,100 
exemption phase-out for joint 
filers. Under AMT, common 
deductions such as state and local 
tax deductions are disallowed.  

Individual AMT would be retained 
with the exemption and phase-out 
for joint filers rising to $109,400 and 
$1,000,000, respectively.  

 



 
 

 
 

Pass-through and Corporate Income Taxes 
 

Description Current Law (2017) New Bill (2018) 

Treatment 
of Pass-
Through 
Income 

Subject to individual income tax 
rates and brackets. 

Adopts a 20% deduction for pass-
through income. Limitations apply 
for those with income above 
$157,500 (single) or $315,000 
(joint). Above these thresholds, the 
deduction would be limited to the 
greater of (a) 50% of wage income 
or (b) 25% of wage income plus 
2.5% of the cost of tangible 
depreciable property for qualifying 
businesses, not including certain 
service providers.  
 

Corporate 
Tax Rate    
(C-Corps) 

Multi-bracket corporate income tax 
structure with a top marginal rate 
of 35%. 
 

Old structure would be replaced by 
a flat, single-rate 21% corporate 
income tax rate. Would also reduce 
dividends received deduction.  
 

Corporate 
AMT 

Imposes a 20% tax rate on 
modified corporate taxable income. 
 

Corporate AMT would be repealed. 
Prior year minimum tax credits 
would continue to be allowed.  
 

Net 
Operating 
Loss (NOL) 
Rules 

Currently, NOLs can be carried 
back two years or forward twenty 
years, with no income limitations. 
 

Taxpayers would no longer be able 
to carryback NOLs but they would 
be entitled to indefinite NOL 
carryforwards, limited to 80% of 
taxable income.  
 

Capital 
Investment, 
Expensing 

Certain machinery, equipment and 
other capital investment with short 
lifespans are eligible for 50% 
bonus depreciation. Small 
businesses can utilize Section 179 
expensing up to $500,000, with a 
phase-out beginning at $2,000,000. 
 

Would expand bonus deprecation 
on certain capital equipment and 
other property to be immediately 
100% deductible through 2022. 
Increases the maximum Section 
179 expense to $1,000,000 with a 
$2,500,000 phase-out. Section 199 
deduction would be repealed.  
 

Cash 
Method of 
Accounting 

Generally, only businesses with 
less than $5 million in income may 
elect a cash method of accounting. 

Expands eligibility to businesses 
with up to $25 million in gross 
receipts (even with inventories). 



 
 

 
 

Other Provisions 
 

Description Current Law (2017) New Bill (2018) 

Estate and 
Gift Tax 

The current estate tax exemption is 
$5 million, but it is indexed 
annually for inflation, meaning for 
2017 it is $5.49 million. Using 
portability, married couples can 
double their exemption amount to 
effectively $10.98 million for 2017. 

The estate tax exemption would 
double, meaning that it would 
increase from its scheduled 
inflation adjustment of $5.6 million 
to $11.2 million per individual for 
2018 (or $22.4 million for married 
couples with portability). 
 
While not included in the 
conference report, the annual gift 
tax exclusion is scheduled to 
increase to $15,000 for 2018.  
 

Individual 
Mandate 

Imposes a penalty (additional tax) 
on taxpayers who do not obtain 
health insurance.  
 

Starting with 2019, this penalty 
would be reduced to zero.  
 

Section 529 
Plans 

Qualified use of 529 plans is 
typically restricted to payments for 
college tuition. Virginia taxpayers 
are eligible for a deduction against 
Virginia taxable income.  

The bill would extend the qualified 
use of 529 plans to elementary and 
secondary school expenses, limited 
to $10,000 per year.  
 

 
2017 Year-End Planning Considerations 
 
“The Tax Cuts and Jobs Act” represents major tax reform. The corporate provisions would be 
permanent and most of its individual provisions extend out to 2025, when they would 
sunset. Both the corporate and individual changes would mostly be effective starting with 
tax year 2018. In addition to having a significant impact on the foreseeable future, the new 
tax bill is noticeably complex. Many of the components of the bill will take months to process 
and develop – with the new pass-through rules immediately standing out as an area that will 
need further clarity. A new tax landscape may present new opportunities for taxpayers to 
evaluate throughout 2018. In the meantime, individual and corporate taxpayers should 
consider moves that they can make now before the close of 2017.  
 
With lower income tax rates on the horizon, the tried and true year-end planning mechanism 
of deferring income and accelerating deductions is even more valuable. For individuals, this 
is especially true for deductions that may be going away entirely or will at least be severely 
limited. Individual taxpayers should consider maximizing these particular deductions now. 



 
 

 
 

C-Corporations could benefit significantly from a rate reduction from 35% to 21%. With that 
in mind, corporate entities should consider limiting 2017 income as much as possible – 
though they should be careful with regard to excessive losses or year-end purchases due to 
projected changes to the NOL rules and the ability for immediate expensing in the future.  
 
As discussed above, the bill introduces a new, or at least different, level of complexity to tax 
law. With new rates, thresholds and limitations, it is difficult to label immediate “winners” 
and “losers”. Rather the impact is best considered on a case by case basis. However, we do 
feel that there are a number of moves that most taxpayers should evaluate before the close 
of the year. At a minimum, taxpayers should consider the following: 
 
• Pre-paying 2017 state tax liabilities: Taxpayers should consider pre-paying their 4th 

quarter estimated state income tax payments for 2017 before Dec. 31st. This strategy is 
strongly encouraged for taxpayers not subject to AMT and it may still be advisable for 
taxpayers projected to be in AMT, dependent upon circumstances. Pre-payments should 
be calculated carefully as lawmakers have already explicitly said that new law will 
disallow the deduction to the extent that it is an intentional pre-payment for future years.   
 

• Pre-paying property taxes: Taxpayers should pre-pay their 2018 local real estate and 
personal property taxes before year-end, where possible. 

 
• Accelerating and maximizing charitable donations: With a larger standard deduction 

and other limits on itemized deductions for 2018 and beyond, taxpayers should consider 
fulfilling any outstanding charitable pledges by year-end or otherwise accelerating any 
charitable donations into 2017. If available, taxpayers should consider gifting 
appreciated securities before cash. For retired individuals, qualified charitable 
distributions (QCDs) from retirement accounts should always be considered and may 
even be more important in future tax years (as these qualified donations directly reduce 
AGI and are also not subject to the itemized deduction limitations). In future tax years, 
taxpayers may have to consider bunching their charitable contributions together, along 
with other deductions, to ensure that they are over the standard deduction amount in a 
given year. One future strategy may be to pre-fund a donor advised fund in 2018, for 
instance, and then gift from that fund for subsequent years.  

 
•  Maximizing retirement plan contributions: In a higher income tax environment for 

2017, taxpayers may want to consider limiting taxable income by contributing more to 
their 401Ks and IRAs, if they have not already hit their contribution limits. Self-employed 
individuals should also consider contributions to SEP IRAs, which can be achieved as late 
as the due date of their individual tax return. Taxpayers should also consider other types 
of income deferral, such as deferring bonuses until January.   



 
 

 
 

With comprehensive income tax planning in mind, taxpayers should give additional thought 
around the following at year-end and continued into next year (before December 31st, 2018): 

 
• Revisiting any partnership and/or corporate agreements 

 
• Revisiting estate planning documents 

 
• Family gifting 

On top of all of the topics discussed above, the full tax reform legislation covers many other 
areas which impact a large range of taxpayers and interest groups. As you have specific 
questions, please feel free to contact us. We hope you find this letter as a helpful roadmap 
for navigating the close of 2017 and for establishing expectations for tax year 2018. 
 
 
Sincerely, 

Mitchell Wiggins 


