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Tax Law Change Highlights

 C Corporation Tax rates drop from a top tax bracket of 35% to a flat 21%

 199A - 20% Deduction for Qualified Business Income (QBI)

 Reduction in tax rates for individual taxpayers (Approximate 3% savings)

 Favorable 100% expensing of certain business assets (Bonus depreciation)

 Increased Sec 179 expensing to $1M (including qualified improvement 

property, roofs, a/c, alarm systems, security

 No entertainment expense deductions

 Substantial adjustments to itemized deductions



What type of entity should I be? 

C Corporation?

C Corporation

Net Income 100,000

Federal Tax (19,800)

Florida Tax (5,500)

Remaining Cash 74,700

Tax on Distribution 

of Cash (11,200)

Cash Received 63,500

Total Tax Rate 36.5%

S Corporation

Net Income 100,000

Sec 199A Deduction (20,000)

Taxable Income          80,000

Federal Tax (19,200)

Cash Received 80,800

Total Tax Rate 19.2%



Pass Through Changes

 20% Deduction for Qualified Business Income (QBI)

 What is Qualified Business Income?

 All Domestic Activity, except Professional Services

 Service companies excluded from this deduction (unless low taxable income)

 Single Taxpayers phase out from $157,500 - $207,500

 Married Taxpayers phase out between $315,000 - $415,000

 Deduction may be limited to 50% of wage base (or 2.5% unadjusted cost 

basis) – favorable to commercial real estate



Meals and Entertainment Changes
Event 2017 Expenses (Old Rules) 2017 Expenses (New Rules)

Office Holiday Party 100% Deductible 100% deductible

Client Business Meals 50% deductible if taxpayer is 

present, and not lavish or 

extravagant

50% deductible if business is 

conducted, taxpayer is present, 

and not lavish or extravagant

Entertainment-related 

meals

50% deductible No deduction

Sporting Event Tickets 50% deductible for face 

value of ticket

No deduction

Sporting Event – Skybox 50% deductible for price of 

non-luxury seat ticket face 

value

No deduction

Meals Provided to 

Employees Occasionally & 

Overtime Employee Meals

100% provided they are 

excludible from 

employees’ gross income

50% deductible

Water, Coffee and Snacks 

at the office

100% provided they are 

excludible from 

employees’ gross income

50% deductible

Meals in Office during 

meetings of Employees

50% deductible 50% deductible

Meals During Business 

Travel

50% deductible 50% deductible



Examples

Single/Young working parents working parents executive/professional business owner

salary 40k 80k 100k 350K 150K

pass through income 200K

status single married married married married

kids 2 kids 2 kids 2 kids 2 kids

Itemized no no home owner home owner home owner

2018 3,170 2,339 4,739 61,079 51,479 

2017 3,974 4,732 6,638 77,894 76,023 

Decrease in taxes 804 2,393 1,899 16,815 24,544 



New Brackets





Individual changes

 Affordable Care Act Individual Mandate – goes away 2019

 Favorable disaster relief rules – no 10% casualty loss, no penalty if using IRA distributions

 Lower rates

 Double standard deduction, no personal exemptions

 Change in Itemized Deductions

 $10k tax deduct limit

 $750k mortgage limit, no 100k line of credit

 No Misc 2% deducts

 No Phase out

 No Moving expenses

 Increased Child tax credit (still phased out, but a much higher lever)

 Use of 529 plans K-12 ($10k per year)

 Federal Estate and Gift unified Credit doubles ($11M, $22M)



Putting Money in Taxpayers’ pockets

 Decrease C Corp tax rate

 Lower individual brackets

 Child tax Credit (doubled, much higher phase out level)

 No Itemized deduction phase out

 Double Standard deduction

 20% pass through business deduction

 Double lifetime giving to $11M or $22M (joint)

 Accelerate write off of capital acquisitions



Taking Money from Taxpayers

 Mandatory repatriation of foreign holdings

 Decreased Itemized Deductions

 $10k for tax deduction

 Limited state income tax deduction

 $750K mortgage (vs $1.1M)

 No investment fee deductions or other misc itemized deducts

 Double standard will make a lot of taxpayers no longer itemize

 Retirees with no mortgage.

 Impact on charities?



Winners/Losers?

 Profitable C Corps – Hopefully expansion, bonuses, etc., dividends

 Non service company pass through –S Corps, partnerships

 Most individuals – brackets, child tax credit, etc.

 Estate planning – double the lifetime giving, $22M.

 Losers – Very high income taxpayers in high income tax states, Single high 

income earners (bracket)



IDEAS

 Timing charitable deductions for those that might not itemize anymore

 Use qualified charitable distribution from IRA to charity for those that don’t 

itemize

 Child tax credit, paying attention to income

 Service 20% income issue, pay attention to income

 Sole proprietorship may be better than S Corp because of 20% deduct

 What is service company?


