2019 Changes due to the Tax Cuts and Jobs Act (TCJA)
On December 22, 2017, Congress passed the Tax Cuts and Jobs Act (TCJA) which made widespread
changes to the Internal Revenue Code. This is the largest change to the tax code since the Tax Reform
Act of 1986 and will affect everyone's tax return. The intent of the law is to lower your tax liability,
putting more money into your pocket, and to 'simplify' the process of filing by eliminating or modifying
many popular deductions and credits. The effect of the law for many will actually be a more complex
and confusing return.
While most taxpayers will have a reduced tax liability, this may NOT result in a larger refund or lower
balance due. In an attempt to get the potential tax saving to you immediately, the IRS changed the
tax withholding charts in 2018, reducing the amount of federal taxes taken out of your wages or
pensions. Unfortunately, for many taxpayers, this reduction in withholding was too 'aggressive',
resulting in more additional tax home pay than the tax savings they were entitled to.
Last summer, we notified all clients of this situation and requested that you allow us to do a tax review.
For those who took advantage of this, we were able to make corrections to your withholding to avoid
any surprises or disappointment at tax time. For those who did not take advantage, you may be
surprised or disappointed with the result of this year's tax return. Based on the result of your 2018 tax
return, we will make recommendations for any adjustments for 2019 and beyond. Listed below are
some of the more common changes that could affect your tax return.

Changes affecting most taxpayers
Federal withholding requirement reduced on wages and some pensions. This was to allow taxpayers to
receive a portion of their potential tax savings throughout the year. Unfortunately, in many cases the
change was too aggressive. This may result in lower refunds and/or increased balances due.
Personal exemption rate reduced to zero. Prior to 2018, a personal exemption of over $4,000 per
person could be used to reduce taxable income. This personal exemption amount has been reduced to
zero for 2018 through 2025.
Standard deduction increased. The standard deduction for most returns has been almost doubled over
the amount that was allowed last year. The deduction for Single and Married Filing Separately returns is
$12,000, Head of Household returns is $18,000, and Married Filing Jointly returns are $2 4,000. The
additional amounts for over 65 and blind will still be allowed. Because of this change, this year many
taxpayers may find that claiming the standard deduction instead of itemizing will give them a lower tax.
Child Tax Credit (CTC) increased. The CTC has been increased from $1,000 to $2,000 for 2 018. The
modified adjusted gross income threshold where the credit is phased out is $400,000 for joint filers and
$200,000 for all others, so many more taxpayers will be able to claim this credit. The maximum age for
a child to be eligible for the credit remains 16 ( at the end of the tax year.)
New Credit for Other Dependents (ODC). Beginning in 2018, a new $500 credit is available for
dependents who do not qualify for the CTC. Most dependents listed on the return who do not qualify
for the CTC will now qualify for the smaller ODC, including parents who are claimed as dependents.
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