


 
 

Highlights of Tax Cuts and Jobs Act 

I. Changes to the Individual Tax Rates are set to expire in 2025. 

a. Similarities 

i. The 10% bracket remains the same under the new plan and old plan. 

ii. Salary ranges under the second tax bracket are the same, but the rate is 

lowered to 12% instead of 15%. 

iii. There are still 7 brackets.  Earlier versions of the bill eliminated some of the 

tax brackets for simplification. 

b. Elimination of the Marriage Penalty 

i. The marriage penalty occurs when two individuals pay a higher tax rate when 

they are married compared to when they were both single.  The source of this penalty 

is having different tax brackets for individual filers and married couples. 

ii. Examples: 

1. Married, Filing Jointly, Two $90,000 earners. 

a. Under the old tax plan, two singles individuals earning 

$90,000 would each be taxed at a maximum 25% tax rate. 

b. Under the old tax plan, if these two individuals were married, 

they would earn a total $180,000 and would be taxed at a maximum 

28% tax rate.   

2. Under the new plan, the single individuals earning $90,000 would 

each be taxed at a maximum 24% rate. 

3. Under the new plan, these same individuals, if married and earning 

$180,000 total, will be taxed at a maximum 24% rate.   

c. Head of Household 

i. A Head of Household is a filing status for single or unmarried taxpayers who 

keep up a home for Qualifying Person.  The Head of Household filing status has 

some advantages over Single Filing Status. 

ii. To qualify as a Head of Household, the following must be true: 

1. The taxpayer is unmarried or considered unmarried on the last day of 

the year. 

2. The taxpayer is more than half the cost of keeping up a home for the 

year. 

3. A qualifying Person lived with the taxpayer in the home for more than 

half the year. 

iii. Examples: 

1. Child or grandchild who meets certain tests,  

2. Qualifying relative who is the Head of Household’s mother or father; 

and 

3. Qualifying relative other than the Head of Household’s mother or 

father. 



iv. Benefits  

1. Heads of Household often have a lower tax rate than single or married 

filing separately. 

2. Heads of Household will receive a higher standard deduction than 

single filers or married filers who file separately. 

II. Standard Deduction and Personal Exemption 

a. The Standard Deduction has roughly doubled for all filers.  

b. But the Personal Exemption has been of $4,150 has been eliminated.   

i. The Personal Exemption was the amount deductible from income for every 

taxpayer and most dependents claimed on the taxpayer’s return.    

ii. The Repeal of the Personal Exemption disproportionally affects larger 

families.   

Filing Status Previous Standard Deduction New Standard Deduction 

Single $6,500 $12,000 

Married, Filing Jointly $13,000 $24,000 

Married, Filing Separately $6,500 $12,000 

Head of Household $9,350 $18,000 

c. Taxpayers have a choice of taking the standard deduction or itemizing their 

deductions.  Because the new standard deduction is significantly larger, it is estimated that 

94% of households will use the standard deduction (versus about 70% using the standard 

deduction now). 

III. Tax Breaks for Parents 

a. The Child Tax Credit, applicable for qualified children under age 17, has doubled 

from $1,000 to $2,000 and the amount of the credit that is refundable is now $1,400. 

b. Child and Dependent Tax Care Credit  

i. This credit, allowing parents to deduct qualified child care expenses has been 

kept in place.  

ii. This can be worth up to $1,050 for one child under 13 or $2,100 for two 

children. 3.  

iii. Plus, up to $5,000 can be sheltered in a dependent care flexible spending 

account on a pre-tax basis to help make child care more affordable.  

IV. Educational Tax Breaks  

a. The Lifetime Learning Credit and Student Loan Interest Deduction are still in place, 

and the exclusion for graduate school tuition waivers also appears in the new tax plan.  

b. The new tax plan expands the available use of funds saved in a 529 college savings 

plan.  

i. Includes levels of education other than college.  

ii. Plan money can be used to pay for private school for K-12 grade levels 

V. Mortgage Interest, Charitable Contributions, and Medical Expenses 

a. Mortgage interest can only be taken on a mortgage debt of up to $750,000, down 

from $1,000,000.  



i. Pre-existing mortgages are grandfathered in. iii. Interest on home equity debt 

can no longer be deducted at all, whereas up to $100,000 in home equity debt could 

previously be deducted.  

b. Charitable Deductions  

i. Taxpayers can deduct donations of as much as 60% of their income, up from 

a 50% cap.  

ii. Donations made to a college in exchange for the right to purchase athletic 

tickets are no longer deductible. 

c. Medical Expenses  

i. The threshold for the medical expenses deduction has been reduced from 10% 

of AGI to 7.5% of AGI.  

ii. If your AGI is $50,000, you can now deduct any unreimbursed medical 

expenses over $3,750, not $5,000 as set by prior tax law.  

iii. Over 75% of people who claim the medical tax deduction are over age 50, 

and the AARP is happy that this deduction remains.  

VI. Deductions Disappearing below the line  

a. Above the line deductions are deductions which are taken prior to computing a 

taxpayer’s adjusted gross income. 

b. SALT Deductions  

c. State and Local Tax deductions are now capped at $10,000 including income, sales 

and property taxes.  

d. This could hurt those in high-tax states like New Jersey and California. 

e.  Casualty and theft losses, except those attributable to a federally declared disaster.  

f. Unreimbursed employee expenses.  

g. Tax preparation expenses.  

h. Other miscellaneous deductions previously subject to the 2% AGI cap.  

VII. Affordable Care Act (Obamacare) 

a. Penalties for not being insured will be going away in 2019. 

b. Efforts to repeal the Affordable Care Act were unsuccessful, but the tax reform bill 

repeals the individual mandate, meaning that people who don’t buy health insurance will no 

longer have to pay a tax penalty.  

c. One potential consequence of the penalty going away would be an increase in health 

care premiums for the elderly.  

d. Without a mandate that people have health care, younger people who use health care 

less often may opt out of getting health insurance, increasing premiums for those who need it. 

Some are concerned that the repeal of the penalty will cause premiums for the elderly to 

skyrocket.  

VIII. Medicare  

a. Congress has acted to prevent mandatory funding cuts to Medicare and other 

programs vital to millions of older Americans that were set to occur as a result of the new tax 

overhaul legislation. 



b. Pay-go rules require the Office of Management and Budget to make automatic cuts to 

mandatory spending when the deficit hits a certain level.  To date, those rules have been 

waived.  

IX. Social Security and Investment Income  

a. The way Social Security and investment income are taxed do not change.  

b. While seniors’ earnings and pension income will be subject to new individual tax 

brackets and rates, those changes will result in tax cuts, not increases. 

X. Estate Tax Changes  

a. When a decedent dies their assets become property of their estate. Any income 

generated is also part of the estate and may trigger the requirement to file an estate income 

tax return.  

i. IRS Form 1041 must be filed if the estate generates more than $600 in annual 

gross income. 

ii. Examples of assets that would generate income of an estate 

1. Savings accounts  

2.  CD’s  

3. Stocks  

4. Bonds  

5. Mutual Funds  

6. Investment property  

iii. IRS Form 1041 must be filed if the estate generates more than $600 in annual 

gross income. 

XI. Changes in ABLE Account Rules 

a. The Achieving a Better Life Experience (ABLE) Act of 2014 was signed on 

December 19, 2014 and allows for disabled individuals to establish a tax advantaged savings 

account (similar to a 529 account.   Funds in an ABLE account are not treated as a resource 

for Medicaid or SSI. 

i. The Tax Cuts and Jobs Act has expanded ABLE rules so that now, families 

who have saved money in 529 savings accounts may roll over up to $15,000 each 

year from a 529 account to an ABLE account. The 529 account must be for the same 

beneficiary as the ABLE account or for a member of the same family as the ABLE 

account holder.  

ii. Account contributions limits have increased to the $15,000 yearly limit (up 

from $14,000 in 2017).  ABLE Beneficiaries who are employed may be eligible to 

contribute above the $15,000 annual contribution limit (depending on the gross 

income of the beneficiary).  
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