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When you file your taxes in 2019, you might notice significant changes due to the Tax Cuts and Jobs Act. It’s
important to understand how you might benefit from these updated modifications to the tax law.

It’s important to understand how you might benefit from these updated modifications to the tax law.
Let’s look at three of these changes:
1. Standard Deductions
As a quick refresher, the standard deduction is the dollar amount that you may subtract from your income
before income tax is applied. Many middle-class and low-income taxpayers will reap the benefits of a lower
marginal tax rate, the increases of the deductions, and credits.
Beginning in tax year 2018, the standard deduction for married couples filing jointly doubled to $24,000; for
those filing as single, it’s $12,000; and for heads of household, it’s $18,000.
Most taxpayers may do better taking the standard deduction, instead of itemizing, for the 2018 tax year. Using
the standard deduction can reduce stress and generally takes less time than itemizing by reducing the collection

of all your papers and receipts. It also could lower your cost to do the long form and have a preparer do your
taxes.
Higher earners will still want to use the long form and take advantage of all their full deductions. The higher
earner will see a small, 1-2% reduction in their taxes. (See chart below.)
2. Credits and Deductions
Credits and deductions can be used to lower your taxes. Several types exist, and they all work a little differently.
Like the standard deduction, a tax deduction reduces the amount of your income that is subject to tax, which
reduces your tax bill. You may claim several credits on your taxes, so let’s cover a few of them:
Child Tax Credit2
This credit has doubled from $1,000 to $2,000 for each child under the age of 17 at the end of the year. Up to
$1,400 of the credit is refundable, which means lower-income families could get bigger refunds.
Non-Child Dependent Credit
Those with children age 17 and older, elderly parents, or other dependents can also get a break of around $500.
This credit is subject to eligibility, based on income thresholds, to offer some relief to households who
depended on the personal exemption, which was removed.
One thing to note: The non-child dependent credit expires in 2025.
Child and Dependent Care Tax Credit
This credit helps with child care expenses so that you can work. The credit is $3,000 for a single qualifying
child and $6,000 for two or more children, which is projected to cover 20-35% of expenses, based on income.
Retirement Savings Contribution Credit3
Using this credit allows for contributions to an IRA of up to 50% of your adjusted gross income of $19,000 for
those filing single, $38,000 for those married filing jointly, and $28,500 for heads of household. The credit
drops to 20%, then 10%, as income increases, falling to zero at $31,500/single, $63,000/married filing jointly,
and $47,500/head of household.
State and Local Tax (SALT)
This deduction is usually the main reason for itemizing. The states that have high taxes benefit the most from
this deduction, with six high-tax states reaping about 50% of the benefit.
You may deduct up to $10,000 of state and local property and real estate taxes, and either state and local income
or sales taxes. If you’re above $10,000 in SALT taxes, it may be less if you take the standard deduction. If so,
you won’t itemize but, instead, use the standard deduction. Home equity loans are eliminated, unless that money
is used to buy, build, or substantially improve your primary or secondary home.
3. Tax Brackets

Tax brackets have been lowered for most taxpayers, so you may be moving to a lower tax bracket. The second,
third, and fourth brackets see a 2-3% savings, which is added to the standard deduction, meaning less tax.
By using the chart below, let’s see how the new tax law works for couples.
For example, two single individuals each earned an income of $100,000 per year. Under the old tax brackets,
each of these individuals would fall into the 25% bracket for singles. If they were married, their combined
income of $200,000 would put them into the 28% bracket. Under the new brackets, they would fall into the 24%
marginal tax bracket, regardless of whether they are married or single.

This is the first large overhaul of the tax law in decades, cutting individual taxes for many middle-class
households next year.
The corporate tax rate is reduced to the lowest point of 21% from 35-39%. If a corporation elects to use a fiscal
year-end instead of a calendar year-end for federal income tax- reporting purposes, which includes January 1,
2018, it will pay federal income tax using a blended tax rate and not the flat 21% tax rate of the new law that
would apply to taxable years beginning after December 31, 2017.
Many seniors will see a reduction in their taxes and more of a refund under this law. An important thing to
remember is that, once they reach age 70½, they must begin taking their required minimum distributions
(RMDs). Taking RMDs affects a retiree's tax because it increases their adjusted gross income (AGI), potentially
putting them in a different tax bracket. This change may affect how much their Social Security and capital gains
are taxed, as well. The increase in their AGI can also cause itemized deductions to be less beneficial.

Now is an important time to review and seek help on your tax situation. Check the effects of the new law on
your retirement, taxes, and income before it changes again.
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