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The largest expense most people will pay in their lifetime, by far, is 
income taxes. In December 2017, Congress passed the Tax Cuts and 
Jobs Act, a dramatic change to the U.S. tax code. GOP leaders claim that 
the bill will cut taxes for middle-income Americans and working families, 
as well as spur economic growth. 

Virtually all taxpayers are affected by the changes in the tax reform 
legislation. The income level of individual tax brackets has been adjusted, 
tax rates were lowered, the standard deduction was increased, and 
personal exemptions and itemized deductions were changed. However, 

many people have trouble visualizing exactly what those changes mean for their individual 
circumstances. 

We created this white paper reviewing the Tax Cuts and Jobs Act of 2017 to serve as a handy 
guide that helps you understand the major changes and what that could mean for your tax bill. 
We hope you find it to be a useful and informative guide. 

While it is important to understand the new tax bill, the key is how you utilize the information in 
your tax planning moving forward. Tax planning is a process of determining how much tax you 
pay  today versus how much tax you may pay tomorrow, and considering the long term impact 
of taxes on your ability to create financial independence. 

If you would like a complimentary consultation regarding your financial plan, please feel free to 
call us at (865) 862-6800. I’d also like to invite you to attend one of my adult education classes 
at Pellissippi State Community College or the University of Tennessee. To learn more about the 
classes, visit https://broganfinancial.com/events/. 

Best regards,

Jim Brogan, MBA
President and Founder

8351 E. Walker Springs Lane
Suite 101

Knoxville, TN 37923
TEL 865.862.6800   FAX 865.862.6818

www.brogan�nancial.com
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In December 2017, President 
Trump signed into law the Tax 
Cuts and Jobs Act of 2017 
(TCJA). The new law is the most 
substantive layer of tax reform 
since the Bush tax cuts in 2001 
and 2003. The focus of the new 
law is to lower corporate tax 
rates, as well as lower taxes for 
households, all in an attempt to 
drive economic growth.

While there was initially much 
discussion that the new law would 
simplify our tax system, the end 
result did not do much to simplify 
returns. However, early estimates 
are that most taxpayers will 
indeed see some tax savings from 
the new bill.

There are, however, many other 
things in the new tax bill to 
be aware of.  Following is an 
overview of what we feel are the 
most important things you need to 
know about TCJA.

The main three points from the 
new law that most individuals 
are discussing are as follows:

1. Slightly lower household 
income tax rates for most 
tax brackets.

2. Increases in the standard 
deduction by almost 
doubling the deduction 
to $12,000 for individual 
filers, and $24,000 for joint 
filers.

3. Lower the corporate tax 
rate from 35% to 21%, with 
a potential reduction to 20% 
for eligible flow-through 
business income.

The Tax Cuts and 
Jobs Act of 2017 

increases the standard 
deduction to 

$12,000 
for individual filers &

$24,000
for joint filers.
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Reduction of Tax 
Rates for Households

The new lax law maintains the 
current system of seven tax 
brackets, while it trims the rate 
slightly for most brackets. Below 
is a comparison of the new 2018 
tax rates to the old 2017 rates.

There is also a change in how tax 
rates are adjusted each year for 
inflation.  While this new inflation 
calculation is expected by many 
to more accurately reflect real 

inflation, inflation adjustments 
beginning in 2019 are expected to 
be lower increases to the current 
brackets. These new adjustments 
will more than likely slightly reduce 
the impact of the new tax rates 
over time.

Sunset Provision
The new tax system for 
households is currently projected 
to increase the deficit, according 
to the Congressional Budget 
Office. Consequently, because the 
new bill did not receive 60 votes 

in the Senate, the new tax law 
“sunsets” in 2025, at which time 
the old system will come back into 
place (Byrd rule).  However, if the 
new bill spurs economic growth to 
the point that it becomes revenue 
neutral or better, then TCJA will 
become permanent in 2025.

Incidentally, the new corporate 
tax structure under TCJA (see 
page 5) does not sunset in 2025 
and is a permanent change to our 
corporate tax system.

Up to $9,325 Up to $9,525 10%10% 10%10%

2017 TAX BRACKET 2017 TAX BRACKET

SINGLE FILER JOINT FILER
2017 
RATE

2017 
RATE

2018 
RATE

2018 
RATE

$9,326 to $37,950 $9,526 to $38,700 15%15% 12%12%

$37,951 to $91,900 $38,701 to $82,500 25%25% 22%22%

$91,901 to $191,650 $82,501 to $157,500 28%28% 24%24%

$191,651 to $416,700 $157,501 to $200,000 33%33% 32%32%

$416,701 to $418,400 $200,001 to $500,000 35%35% 35%35%

Over $418,400 Over $500,000 39.6%39.6% 37%37%

Up to $18,650 Up to $19,050

2018 TAX BRACKET 2018 TAX BRACKET

$18,651 to $75,900 $19,051 to $77,400

$75,901 to $153,100 $77,401 to $165,000

$153,101 to $233,350 $165,001 to $315,000

$233,351 to $416,700 $315,001 to $400,000

$416,701 to $470,700 $400,001 to $600,000

Over $470,700 Over $600,000

1
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Changes in 
Deductions & Credits

One of the most talked about 
provisions for households is 
the increase in the standard 
deduction.  Beginning in 2018, 
individual filers will see their 
standard deduction increase to 
$12,000, while joint filers will see 
an increase to $24,000.  As a 
result, fewer and fewer taxpayers 
are expected to itemize.  As 
of 2017, according to the IRS, 
approximately 30% of taxpayers 
itemized.  Beginning in 2018, this 
number is expected to decrease to 
roughly 10%.1

While the deductions have 
increased substantially, there is 
an elimination of the personal 
exemption; changes to the child 

tax credit; and changes in the 
deductibility of certain items.

Changes in Exemptions and Child 
Tax Credit
The new law eliminates the use of 
personal exemptions, effectively 
reducing the impact of increasing 
the standard deduction.  However, 
most empty nesters, both 
individuals and married couples, 
should see their overall tax bill 
drop due to the new changes.

For those with families, there is a 
pretty substantial increase in the 
usefulness of the child tax credit.  
One, the tax credit for eligible 
children doubles from $1,000 to 
$2,000.  And two, the eligibility of 
taxpayers who can use the child 
tax credit increases substantially.  
Under the old law, joint filers 
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2017 TAX BRACKET

$700,000$600,000$500,000$400,000$300,000$200,000$100,000$0

2017 TAX BRACKET

2018 TAX BRACKET

2018 TAX BRACKET

TAXABLE INCOME

Comparison of Single & Joint Tax Brackets from 2017 to 2018

IMPORTANT NOTE:  
The new tax bill leaves 
intact the additional 
standard deduction for 
filers who are age 65 
and over, allowing them 
to claim an additional 
$1,300 per person. This 
means that two married 
taxpayers who are both 
over 65 can lower their 
taxable income by an 
extra $2,600. 

Unmarried filers over age 
65 who are not a surviving 
spouse may claim a 
deduction of $1,600, 
rather than $1,300.  
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earning over $110,000 could not 
use the credit.  Under the new law, 
this income limitation increases 
up to $400,000.  

The net result for families with 
children is very positive, as the 
tax credit should more than offset 
the elimination of the personal 
exemption for most taxpayers.

Changes in Mortgage Deduction
The most talked about change in 
eligible tax deductions relates to 
mortgage interest.  Under the new 
law, the deductibility of interest 
on new mortgages is limited to 
$750,000 of indebtedness.  This 
applies to any new mortgages 
taken out after December 15, 
2017; or under written contract by 
December 15, and subsequently 
closed by January 1, 2018.

This means that existing 
mortgages are still subject 
to the old cap of $1,000,000.  
However, under the new law, any 
mortgage interest not related to 
either home acquisition or home 
improvements is NOT deductible.  
The IRS calls this “acquisition 
indebtedness” only.  This includes 
old mortgages, refinances, and 
home equity loans.

TCJA continues to allow interest 
deductions on 2nd homes, as long 
as the debt is “acquisition” debt.

State and Local Taxes (SALT)
The new law limits the 
deductibility of state and local 
taxes to $10,000 per year.  
Included in this category are sales 
tax deductions and property taxes.
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Changes in Corporate 
Tax Rates

One of the most discussed 
changes in TCJA is to the 
corporate tax rate, as corporate 
taxes are reduced from 35% 
down to 21%.  The new law also 
changes the tax rates for certain 
businesses that see income 
“flow through” to the business 
owner.  While many professional 
firms cannot use these new tax 
provisions, many small businesses 
can use them.  

If you have a small business that 
is either an S Corp or an LLC, we 
expect planning opportunities will 
arise once tax professionals can 
fully evaluate the tax planning 
opportunities.  We will work with 
your CPA as these strategies 
emerge.

Other Important Tax 
Items

Investment Income
Tax rates for long term capital 
gains and qualified dividends 
did not change, so they are set 
according to the old thresholds.  
This also means that the Medicare 
surtax of 3.8% remains in place 
for individual filers over $200,000 
of income, and joint filers over 
$250,000.

Medical Deductions
The new law reduces the threshold 
for medical deductions to 7.5% of 
adjusted gross income (AGI), but 
only for 2017 and 2018.  In 2019, 

the threshold increases back to 
10%.

Charitable Contributions and the 
Qualified Charitable Deduction 
(QCD)
Under the old law, the deductibility 
of cash contributions to eligible 
churches and charities was limited 
to 50% of AGI, although excess 
contributions can be carried 
forward for five years.  The new 
law expands the deductibility to 
60% of AGI.

However, with the increase in the 
standard deduction, more and 
more taxpayers will not see a 
tax benefit from their charitable 
contributions.  One notable 
exception is for those over age 
70 ½. 

Taxpayers over age 70 ½ may 
still use the Qualified Charitable 
Contribution (QCD). This is a 
significant opportunity that exists 
only for older taxpayers. A QCD 
is a contribution made directly 
from your IRA to the tax exempt 
church or charity. The QCD counts 
towards your RMD, subject to a 
maximum QCD of $100,000 per 
year.

The effect of the QCD is a page 
one tax deduction, as your taxable 
IRA distribution is reduced by the 
amount of the QCD. Consequently, 
you get a page one tax deduction, 
PLUS the standard deduction on 
page two.

This is a significant planning 
opportunity.  A page one deduction 

may also decrease your Medicare 
premium, as well as reduce your 
social security taxation.

As we meet with you for your 
reviews and IRA distribution 
planning, we will be reviewing this 
significant planning opportunity.
Estate Tax
The estate tax exemption was 
increased substantially, as the 
new estate tax exemption is now 
$11.2 million per person, and 
a combined $22.4 million for a 
married couple.

College Savings Plans (529s)
TCJA expands the usefulness of 
529s by allowing distributions 
to be used for elementary and 
secondary expenses, up to an 
annual maximum of $10,000 per 
year per child, including public, 
private and religious schools.

Summary

The Tax Cuts and Jobs Act of 
2017 is expected to reduce 
most taxpayers’ tax bill.  As we 
meet with you for your financial 
planning reviews, we will discuss 
planning opportunities with you, 
and we will work with your CPA to 
ensure the effectiveness of your 
financial and tax plan.
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1https://www.aarp.org/money/taxes/info-2018/medical-
deductions-irs-fd.html
2https://www.kitces.com/blog/final-gop-tax-plan-
summary-tcja-2017-individual-tax-brackets-pass-
through-strategies/
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Learn more about the fundamental principles that can help you 
successfully plan and save for your retirement years by signing 
up for Brogan Financial’s The Retirement Minute email. You will 

receive financial planning tips and retirement saving strategies in 
an easy-to-understand, informative series of messages direct to 

your inbox.

Start taking hold of your financial future, and sign up now at 
www.broganfinancial.com.

8351 E. Walker Springs Lane
Suite 101

Knoxville, TN 37923
TEL 865.862.6800   FAX 865.862.6818

www.brogan�nancial.com


