6 TAX CHANGES
THAT COULD AFFECT YOUR
BOTTOM LINE
“I GET TO DO MY TAXES!”
Have you ever said this to someone or heard it said by someone else? No? We didn’t
think so. For most Americans, doing taxes is a chore we dread annually, a necessary
evil that we approach with trepidation.
Many times, our reluctance to prepare our taxes is caused by a sense of overwhelm
and frustration. Taxes are complicated and complex, and they are made even more
confusing when policies change from one year to the next. Most of our frustration
comes about because we don’t understand the changes that were made, and
which changes apply to us directly.
In the following pages, we want to eliminate some of your confusion and help
illuminate some of the tax issues that might impact your bottom line. In early 2018,
the Tax Cuts and Jobs Act (TCJA) was signed into law. The Act created new policies
that directly affect many taxpayers; in fact, the changes apply to taxpayers across
a wide range of incomes, age, and filing status. Many of the changes from the Act
remain in effect for 2019.
Understanding the changes created by the Act is the first step in understanding
how your personal bottom line is affected. Will you keep more money in your
pocket this year, or will Uncle Sam take a bigger cut? Let’s take a look at six ways
your household might feel the effects of the new rules.

“

Taxes are paid in the sweat
of ever y man who labors.”
~ F R A N K L I N D. R O O S E V E LT

TAX BRACKETS HAVE CHANGED.
The change that impacted the most Americans with the Act? Tax brackets. While the
number of brackets – seven – has remained the same, for 2019 the limits have changed in
each bracket to adjust for inflation. The Act states that these brackets will remain in place
until 2025, when the Act expires and rates revert to 2017 levels (adjusted for inflation).

2019 Income Tax Brackets*
RATE

INDIVIDUALS

MARRIED FILING JOINTLY

10%

Up to $9,700

Up to $19,400

12%

$9,701 to $39,475

$19,401 to $78,950

22%

$39,476 to $84,200

$78,951 to $168,400

24%

$84,201 to $160,725

$168,401 to $321,450

32%

$160,726 to $204,100

$321,451 to $408,200

35%

$204,101 to $510,300

$408,201 to $612,350

37%

Over $510,301

Over $612,351

*Jeff Rose. Forbes. Dec. 5, 2018. “The New 2019 Federal Income Tax Brackets and Rates.” https://www.forbes.com/sites/jrose/2018/12/05/taxbrackets-and-rates-2019/#77220d1e3ec5 Accessed Feb. 28, 2019.

DID YOU KNOW?
Many Americans don’t realize that their entire income isn’t taxed at a flat rate based on
their bracket. For example, say you’re married filing jointly. Together, you and your spouse
make $175,000—placing you in the 24 percent tax bracket.
If you paid a flat rate on the entire $175,000, your total tax liability (without credits and
deductions) would be $42,000. But that’s not how our tax system is set up. Instead, our
taxes are progressive, meaning we pay a higher percentage as income increases.
In this example, we would pay the following (again, before credits and deductions):
$19,050 x 10% = $1,905
$77,400 - $19,050 = $58,350 x 12% = $7,002
$165,000 - $77,400 = $87,600 x 22% = $19,272
$175,000 - $165,000 = $10,000 x 24% = $2,400
TOTAL TAX LIABILITY: $30,579

THE STANDARD DEDUCTION
HAS INCREASED.
For 2019, the standard deduction has been adjusted for inflation. If you’re
paying as an individual, the standard deduction has increased from $12,000
to $12,200; heads of household will increase to $18,350. If you’re married
filing jointly, your standard deduction has changed from $24,000 to $24,400,
while married filing separately will have a standard deduction of $12,200.1
For most taxpayers, taking the standard deduction will result in a better
outcome than itemizing. Previously, around 75 percent of American
taxpayers took the standard deduction. With these changes, more Americans
ended up taking the standard deduction instead.2
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“

Income tax returns are the most
imag inative fiction being w r itten today.”
~H E R M A N W O U K

PERSONAL EXEMPTIONS
WERE ELIMINATED.
The standard deduction has increased, but don’t start making plans to spend
that extra money just yet. Personal exemptions were eliminated with the Tax
Act and will continue to be eliminated for 2019 taxes.3 Previously, taxpayers
subtracted $4,050 from income for each person claimed. As a result, some
families – especially those who claim children as dependents – will pay higher
taxes, even with the increased standard deduction.
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MOST ITEMIZED DEDUCTIONS
HAVE CHANGED.
For those that do choose to itemize deductions, it’s important to note that
many of the items that were previously deductible changed with the Tax Act.4
Here’s a breakdown of deductions that might affect you:
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MEDICAL DEDUCTIONS
STATUS
If you have lots of medical expenses, for 2018, you can
deduct a bit less in medical expenses than in 2018.
Previously, taxpayers under age 65 could deduct medical
expenses that exceeded 7.5 percent of their adjusted
gross income (AGI). This year, the deduction threshold
increases to 10 percent.5
For example, a 55-year-old who had $55,000 of AGI
in 2018 would have needed to incur at least $3,750 in
medical expenses before being able to claim an itemized
deduction for expenses over the threshold. In 2019, that
same taxpayer would need to satisfy a $5,000 threshold –
a difference of $1,250.

STATE & LOCAL TAXES
STATUS
You can still deduct state and local taxes from your
federal return, with one caveat: You’ve got a limit. Those
filing individually can deduct $10,000 from their federal
return for state and local taxes paid. If you’re married
filing separately, the deduction is $5,000.6

Many taxpayers overlook
less obvious medical
deductions, such as:
• Cosmetic surgery that
promotes proper body
function or proactively
combats disease
• Medical equipment
• Supplies
• Diagnostic devices
• Treatment for addiction
• Weight-loss programs
deemed medically
necessary by a
physician
• Fertility enhancement
procedures
• Costs related to
traveling for medical
reasons
• Health & dental
insurance premiums
• Glasses or contacts7

HOME MORTGAGE INTEREST
STATUS
Home mortgage interest remains deductible. However, if you took out a loan
after the Trump Tax & Jobs Cuts Act took effect, the deduction on mortgage
interest is limited to the first $750,000 of the loan. (If you’re married filing
separate, the amount is $375,000.) Also, Home Equity Lines of Credit may be
deductible.8
*NOTE: There are many moving parts to deducting home-related interest.
We recommend consulting a licensed tax professional to find out which
deductions apply to your particular situation.

MOVING EXPENSES AND
WORK-RELATED EXPENSES
STATUS
Unless you’re in the military, moving expenses are no longer deductible.
Neither are work-related purchases, such as uniforms, tools, and other items
used on the job.

CASUALTY & THEFT LOSS
Previously, you could deduct expenses related to a disaster or theft. This
deduction is available only for victims of a federally-declared disaster.
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YOU CAN LEAVE MORE
TO YOUR HEIRS.
One of the biggest changes to tax law this year? Individuals can
leave $11,400,000 as excluded assets from their estate.9 That means
an individual worth $12 million at death will leave behind $600,000
in taxable assets. Couples can leave up to $22,800,000 to their heirs
without worrying about taxes.
One note, however: Some states (12 of them, actually) have an estate
tax limit that’s different than the federal limit. It’s important to find out
what the laws are in your state.
For 2019, the annual gift exclusion amount remains at $15,000.10 If
you are married, each of you can gift up to $15,000 to one recipient
and the exclusion still applies. Say Jim and Mary want to give money to
their children April and Dan. Jim can give both kids a check for $15,000
and Mary can do the same. The entire $60,000 would fall under the
exclusion.
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“

If you’re going to live, leave a
legacy. Make a mark on the world
that can’t be erased.”
~M AYA A N G E LO U

CARETAKING
HAS ITS BENEFITS.
Can you claim someone else as a dependent? If so, listen up: The Child Tax Credit
has remained the same at $2,000 for 2019. To take advantage of the credit, children
must be under age 17 at the end of the calendar year, and the taxpayer must make
no more than $200,000 ($400,000 for those who are married filing jointly.) You can
also take a $500 nonrefundable credit for other qualifying dependents.11
If you have a 529 savings plan, that money can be used to pay tuition at private
and religious K-12 schools, or to cover expenses related to homeschooling.
However, if you’re planning to utilize a 529 for these expenses, be aware: The new
rule applies a $10,000 per year, per child limit on withdrawals.12
Whether you’re just starting a career or you’re well into your retirement, it’s
important to understand how your bottom line is affected by tax policies. But
where do you start? How can you know how to plan – when you don’t know what
you don’t know?
The best place to start: with a trusted, experienced professional who can look at
your financial picture and understand how tax changes can impact your financial
future. Call us today to get answers to your questions and find out how a
proactive tax strategy can impact your bottom line.
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