How the Tax Reforms Will Take Effect

Some of the impact of the Tax Cuts & Jobs Act will be felt later than January 1.

President Donald Trump signed the Tax Cuts & Jobs Act into law on December 22, and on January 1,
some key details of the Internal Revenue Code will abruptly change.!

There will be night-and-day change, both figuratively and literally. On January 1, the federal estate tax
exemption will double; the standard federal income tax deduction will nearly double. The top corporate
income tax rate will fall from 35 percent to 21 percent. Most business owners who make pass-through
income will be able to deduct the first 20 percent of that income tax-free.?

Workers may not see changes to their paychecks until February. This is because the Internal Revenue
Service needs to release new withholding tables. Those tables are slated to appear in January.?

Two provisions of the TCJA may also apply retroactively for some taxpayers. A larger federal tax
deduction for out-of-pocket medical expenses is allowed not just for 2018, but also for 2017. Taxpayers
who itemize may write off qualifying medical expenses exceeding 7.5 percent of income in
2017, instead of 10 percent of income. Businesses that bought new capital equipment after
September 27, 2017 will be permitted to fully and immediately expense those purchases for the 2017
tax year.?

Two other changes will not happen until January 1, 2019. On that day, the individual health insurance
mandate is scheduled to be repealed; no taxpayer will face a penalty for not having health coverage.
Another delayed change pertains to divorcing couples. Taxpayers who divorce in 2019 and succeeding
years will not be able to deduct alimony payments.?

Many of the changes authorized by the passage of the TCJA could expire after 2025. Congress may or
may not renew them at the end of that year. The reduction of the corporate tax rate to 21 percent is a
notable exception — that change is permanent.??

This is a good time to plan your 2018 tax strategy. Talk to your CPA or tax preparer soon, to see how
you might take advantage of the adjustments to federal tax law.

Contact us for help in financial planning.

CEFCU Investment Services & Wealth Management is a marketing name used by CEFCU. Securities sold, advisory services offered through CUNA
Brokerage Services, Inc. (CBSI), member FINRA/SIPC, a registered broker/dealer and investment advisor. CBSI is under contract with the
financial institution to make securities available to members. Trust services available through Members Trust Company, a federal thrift
regulated by the Office of the Comptroller of the Currency. Not NCUA/NCUSIF/FDIC insured, May Lose Value, No Financial Institution
Guarantee. Not a deposit of any financial institution. FR-1631405.1-1016-1118

This material was prepared by MarketingPro, Inc., and does not necessarily represent the views of the presenting party, nor their affiliates. This
information has been derived from sources believed to be accurate. Please note - investing involves risk, and past performance is no guarantee
of future results. The publisher is not engaged in rendering legal, accounting or other professional services. If assistance is needed, the reader is
advised to engage the services of a competent professional. This information should not be construed as investment, tax or legal advice and
may not be relied on for the purpose of avoiding any Federal tax penalty. This is neither a solicitation nor recommendation to purchase or sell
any investment or insurance product or service, and should not be relied upon as such. All indices are unmanaged and are not illustrative of any
particular investment.


https://www.cefcu.com/contact-us.html#investments

Citations.

1 - cnn.com/2017/12/22/politics/trump-sign-tax-bill-mar-a-lago/index.html [12/22/17]

2 - nytimes.com/interactive/2017/12/21/us/politics/will-tax-plan-affect-my-2017-taxes.html [12/21/17]
3 - chsnews.com/news/gop-tax-bill-how-the-new-tax-plan-will-affect-you/ [12/17/17]



	How the Tax Reforms Will Take Effect
	Some of the impact of the Tax Cuts & Jobs Act will be felt later than January 1.


