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Center for Agricultural Law & Taxation

Tax Cuts and Jobs Act of 2017
Individual Provisions

July 18, 2018

September 4, 2018

• Identify	tax	changes	impacting	2017	tax	year	

• Review	the	Tax	Cuts	and	Jobs	Act	– Individual	
Provisions

• Identify	which	provisions	of	the	act	are	subject	to	the	
sunset	2018‐2025

• Identify	areas	where	we	still	need	guidance

• Prepare	you	to	address	common	questions	your	
clients	may	have

• Review	what	survived	the	reform	thus	far

Objectives
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2017 Extender Provisions

3

Reminder of Permanent Provisions (PATH 
Act)

• Qualified Charitable Distribution (QCD) – no code yet on Form 
1099R – still must note QCD on return

• State and local general sales tax deduction – Limited by TCJA

• Adjustments for up to $250 for educator classroom expenses

• This provision was modified to include certain expenses 
related to professional development courses the taxpayer 
takes related to the curriculum they teach or to their 
students

• The deduction amount will be indexed for inflation for 
future years

4
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Bipartisan Budget Act ‐ Extender 
Provisions only for 2017
• Exclusion from gross income of qualified principal 

residence indebtedness – Form 982

• Mortgage insurance premiums deductible as qualified 
residence interest

• Deduction for qualified tuition & fees – Form 8917

• Credit for nonbusiness energy property (residential 
energy credit) ‐ Form 5695

5

Tuition and Fees

6
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Residential Energy Credits

• A total combined credit limit of $500 ($200 limit for 
windows) for all tax years after 2005 

• The maximum credit for residential energy property costs is:

• $50 for any advanced main air circulating fan

• $150 for any qualified natural gas, propane, or oil 
furnace, or hot water boiler and 

• $300 for any item of energy‐efficient building property

7

Residential Energy Credits

• Any of following that meet the required efficiency rating 
may qualify as energy‐efficient building property

• Electric heat pump water heater

• Electric heat pump

• Central air conditioner

• Natural gas, propane, or oil water heater

• A stove that uses the burning of biomass fuel to heat the  
home or heat water for the home 

8
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Residential Energy Credits

• Qualified energy efficiency improvements such as:

• Adding insulation

• Energy‐efficient exterior windows and doors, and

• Qualifying metal or asphalt roofs

• The credit does not apply to labor costs for onsite 
preparation, assembly or installation for these 
improvements

9

Residential Energy Credits

• Qualified residential energy property improvements 
such as energy‐efficient heating and air conditioning 
systems

• Includes labor costs for onsite preparation, 
assembly, or original installation The improvements 
must be made to the taxpayer’s main home located 
in the United States (must be existing home) 

• Qualifying improvements must be placed into service 
by the taxpayer during the tax year 

• Expenditures which are made from subsidized energy 
financing can't be used to figure the credit 

10
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The Bipartisan Budget Act of 2018, Includes 
Retroactive Extenders‐ Impacts 2017 Returns Only

• Classification of certain race horses as 3‐year property

• 7‐year recovery period for motorsports entertainment 
complexes

• Accelerated depreciation for business property on an Indian 
reservation

• Election to expense mine safety equipment

• Special expensing rules for certain film, television, and 
theatrical productions

• American Samoa economic development credit

• Treatment of timber gains
11

The Bipartisan Budget Act of 2018, Includes 
Retroactive Extenders‐ Impacts 2017 Returns Only

• Deduction allowable with respect to income attributable to 
domestic production activities in Puerto Rico

• Empowerment zone tax incentives

• The tax benefits for certain businesses and employers 
operating in empowerment zones

• Credit for 2‐wheeled plug‐in electric vehicles

• Second generation biofuel producer credit

• Biodiesel and renewable diesel incentives created from 
biomass

• The fuel excise tax credit for biodiesel mixtures

12
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The Bipartisan Budget Act of 2018, Includes 
Retroactive Extenders‐ Impacts 2017 Returns Only

• Credit for nonbusiness energy property 

• Credit for new qualified fuel cell motor vehicles

• Credit for alternative fuel vehicle refueling property

• Credit for energy‐efficient new homes

• Extension and phaseout of energy credit

• Energy efficient commercial buildings deduction 
than beginning after the date of enactment

• Indian employment tax credit

13

The Bipartisan Budget Act of 2018, Includes 
Retroactive Extenders‐ Impacts 2017 Returns Only

• Waiver of Limitations With Respect to Excluding From 
Gross Income Amounts Received by Wrongfully 
Incarcerated Individuals

• Individuals Held Harmless on Improper Levy On 
Retirement Plans

• Modification of User Fee Requirements For Installment 
Agreements

• Railroad track maintenance credit

• Mine rescue team training credit

14
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• Foreign	earned	income	exclusion	– 2018	‐$103,900	plus	up	to	
16%	for	certain	foreign	housing	costs

• Effective	after	December	31,	2017	if	the	taxpayer	is	serving	in	
a	designated	area	of	a	combat	zone	that	home	may	be	
considered	located	in	a	foreign	country

• Regardless	of	whether	or	not	their	place	of	residence	is	
located	within	the	US

• Note‐ wages	paid	by	the	US	government	in	a	combat	zone	are	
not	foreign	source	income	– applies	to	foreign	source	income	
other	than	combat	pay

• Combat	zone	income	is	exempt	from	tax	under	§112 15

Tax	Home	of 	Certain 	Cit izens 	or 	Residents 	of 	
the 	United	States 	Living	Abroad

• For	installment	agreements	entered	into	on	or	after	
April	10,	2018,	with	adjusted	gross	incomes	at	or	
below	250%	of	the	federal	poverty	level,	the	IRS	
will	waive	or	reimburse	user	fees	if	certain	
conditions	are	met

• If	the	client	is	a	low‐income	taxpayer	and	agree	to	
make	electronic	payments	through	a	debit	
instrument	by	entering	into	a	direct	debit	
installment	agreement,	then	the	IRS	will	waive	the	
user	fees	for	the	installment	agreement

16

Modification	of 	User	Fee	Requirements	
for	Low‐Income	Taxpayers
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• If	unable	to	make	electronic	payments	through	a	
debit	instrument,	then	the	IRS	will	reimburse	the	
user	fee	that	was	paid	for	the	installment	agreement	
upon	completion	of	the	installment	agreement

• For	more	information	on	how	to	determine	if	the	
adjusted	gross	income	is	at	or	below	250%	of	the	
federal	poverty	level,	see	the	Instructions	for	Form	
13844

17

Modification	of 	User	Fee	Requirements	
for	Low‐Income	Taxpayers

18

Form	13844	



7/18/2018

10

19

Form	13844	

• NEW	SHORT	FORM	1040SR	for	SENIORS	for	2018	or	2019	
Tax	Year

• The	provision	requires	that	the	IRS	publish	a	simplified	
income	tax	return	form	designated	a	Form	1040SR,	for	use	by	
persons	who	are	age	65	or	older	by	the	close	of	the	taxable	
year

• The	form	is	to	be	as	similar	as	possible	to	the	Form	1040EZ

• Form	1040SR	is	not	to	be	restricted	based	on	the	amount	of	
taxable	income	to	be	shown	on	the	return

• This	provision	is	effective	for	taxable	years	beginning	after	
date	of	enactment 20

The	Bipartisan	Budget	Act 	of 	2018	New	Form	
1040SR
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• Unsure	on	Timeframe

• 65	or	older	(or	turn	65	anytime	in	2019)

• No	Income	Test

• Expanded	Income	Categories

• Must	take	the	standard	deduction	

21

Seniors	Get	a	New	Simplified	Tax	
Form	for	2019

• The	provision	would	allow	an	above‐the‐line	
deduction	for	attorney	fees	and	courts	costs	paid	by,	
or	on	behalf	of,	a	taxpayer	in	connection	with	any	
action	involving	a	claim	under:

• State	False	Claims	Acts

• The	SEC	whistleblower	program,	and	

• The	Commodity	Futures	Trading	Commission	
whistleblower	program

• The	provision	would	be	applicable	in	to	taxable	
years	beginning	after	December	31,	2017 22

Attorney	Fees	Relating	to	Awards	to	
Whistleblowers
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• Residential	energy	credit	§ 25D extended through 
December 31, 2021

• Qualified solar electric property expenditures

• Qualified	solar	water	heater	property	expenditures

• Qualified	fuel	cell	property	expenditures

• Qualified	small	wind	energy	property	expenditures

• Qualified	geothermal	heat	pump	property	
expenditures

• Phaseouts	are	extended	to	periods	before	January	22,	
2022 23

Bipartisan	Budget	Act	of	2018‐ Extended	
Some	Provisions	Beyond	2017	

Tax Cuts and Jobs Act of 2017

24
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• The webinar is not all inclusive of individual changes based 
on the time limits of the webinar and the available 
information an guidance

• In evaluating the changes, just one change could impact 
many other issues on the tax return – thus a full evaluation 
of all issues on the clients return needs to be taken into 
account in order to determine the final impact

• Your clients withholding – the withholding calculator is far 
from accurate – a mid summer review to keep your client 
on track is recommended 

Things	to	Consider

• The	law	engages	a	sunset	provision	for	some,	but	not	all	of	
the	tax	law		changes

• Unless	otherwise	provided,	the	sunset	provision	applies	to	
tax	years	beginning	after	Dec.	31,	2017	and	before	Jan.	1,	
2026	(2018‐2025)

• The	law	in	reference	to	the	sunset	provision	uses	the	term	
“suspended”	rather	than	repealed	for	the	term	of	the	eight‐
years	the	tax	provisions	remain	in	effect

• Thus	without	a	future	extension	of	these	provisions,	the	
law	as	we	currently	apply	it	in	2017	will	become	law	once	
again	on	January	1,	2026,	with	some	exceptions

• But,	a	lot	can	happen	during	that	timeframe	as	Congress	is	
looking	to	make	some	provisions	permanent

The	Sunset	Provision
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• The	provision	has	seven	tax	brackets,	with	a	top	
rate	of	37	percent	(the	top	rate	under	present	law	is	
39.6	percent)

Tax	Brackets

• The	amount	of	the	individual shared	responsibility	
payment	would	be	reduced	to	zero	effective	for	
months	beginning	after	December	31,	2018

• Therefore,	2017	and	2018	will	be	the	last	years	we	
would	engage	the	penalty	issue	on	an	individual	
basis	– not	the	same	for	employers

• Note:	The	individual	mandate	remains	law

• The	employer	provisions	of	ACA	remain	unchanged

Affordable	Care	Act	(ACA)	Individual	
Healthcare	Mandate
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• § 36B	Required	Contribution	Percentage	for	2019

• For	plan	years	beginning	in	2019,	the	required	
contribution	percentage	for	purposes	of																													
§ 36B(c)(2)(C)(i)(II)	and	§ 1.36B‐2(c)(3)(v)(C)	is	
9.86%

• Revenue	Procedure	2018‐34

29

IRS	Announces	2019	ACA	Premium	
Credit	Indexing	Adjustments

• The	standard	deduction	is	increased	(temporary	2018‐
2025)

• $24,000	for	married	individuals	filing	a	joint	return

• $18,000	for	head‐of‐household	filers

• $12,000	for	all	other	taxpayers

• The	amounts	will	be	adjusted	for	inflation	in	tax	years	
beginning	after	2018

• Note:	The	rule	where	if	one	spouse	itemizes	deductions	
the	other	must	also	itemize	has	been	retained

• This	provision	expires	after	2025

Standard	Deduction
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• No	changes	were	made	to	the	current‐law	regarding	the	additional	
standard	deduction	for	the	elderly	and	blind

• If	the	client	is	age	65	or	older	or	blind	or	both,	they	may	increase	the	
standard	deduction	amount	via	the	annual	inflationary	adjustments

• An	individual	is	considered	to	be	age	65	if	they	were	65	on	December	
31,	2018	or	they	turned	65	on	January	1,	2019

• But	note,	the	amounts	increased	for	the	2018	tax	year	based	on	the	
previous	announced	inflationary	adjustments	per	Revenue	Procedure	
– 2017‐58

• Single	or	Head	of	Household	and	not	a	surviving	spouse	the	amount	
will	be	$1,600

• Married	Filing	Jointly	or	Surviving	Spouse	will	be	$1,300
• IRS	will	announce	any	future	inflationary	adjustments	as	required

Additional	Standard	Deduction‐
2018 Tax	Year	(Reminder)

• The	dependent	standard	deduction	remains	the	
greater	of:	

• $1050	or

• Earned	income	plus	$350,	not	to	exceed	the	basic	
standard	deduction	amount

• The	dependent	taxpayer	will	not	receive	the	full	
$12,000	if	earned	income	is	less

32

Dependents
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• Beginning	after	December	31,	2017	and	ending	December	
31,	2025	the	current	filing	requirements	are	changed

• $24,000	for	married	individuals	filing	a	joint	return

• $18,000	for	head‐of‐household	filers

• $12,000	for	all	other	taxpayers	

• The	additional	standard	deduction	remains	unchanged	
by	the	law	except	for	inflationary	adjustments	and	if	
applicable	must	be	added	to	the	standard	deduction	to	
determine	the	filing	requirement

Impact	on	Filing	Requirements

• Maddie	and	James	are	both	70	years	old	and	qualify	
for	an	additional	standard	deduction

• The	basic	standard	deduction	for	Maddie	and	James	
in	2018	is	$24,000

• The	additional	standard	deduction	of	$1,300	for	
married	individuals	over	65	or	blind	or	both	applies

• Therefore	the	filing	requirement	for	Maddie	and	
James	would	be	$26,600	if	they	filed	a	joint	return

Example
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• The	deduction	for	personal	exemptions	is	effectively	
suspended	for	tax	years	2018‐2025

• The	personal	exemption	is	used	in	many	
corresponding	code	sections

• To	maintain	consistency	within	the	code,	the	dollar	
amount	to	be	used	is	$4,150	(2018)	when	specific	
provisions	contain	references	to	the	personal	
exemption	as	adjusted	by	inflation	is	referenced

Personal	Exemptions

• §151(d)	personal	exemption

• § 24(a)	allows	a	credit	against	tax	with	respect	to	each	
qualifying	child	of	the	taxpayer	for	which	the	taxpayer	is	
allowed	a	deduction	under	§ 151

• A	qualifying	child,	as	defined	under	§152(c),	remains	eligible	
for	the	credit,	even	though	the	personal	exemption	has	been	
reduced	to	zero

• §642(b)(2)(C)	exemption	deduction	for	qualified	disability	
trusts

• § 3402	wage	withholding	exception	for	2018

• § 6334(d)	property	exempt	from	levy	 36

Personal	Exemptions
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Personal	Exemption	and	Qualified	
Relative	Interaction
• Though the filing requirements have changed 

questions have arose concerning the removal of the 
“personal exemption” and the income limit for a 
qualified relative – what it it’s status?

• Though the personal exemption is currently ‐0‐ the 
exemption of $4,150 for 2018 remains law for some 
aspects as noted in the previous slide

• When determining if an individual is a qualified 
relative the income limit for 2018 is $4,150

37

• A	child	will	no	longer	be	impacted	by	the	tax	situation	of	
the	parent

• Earned	income	of	the	child	is	taxed	at	a	single	taxpayer	
rate,	while	unearned	income	is	taxed	under	the	estate	
and	trust	brackets

• The	$2,100	remains	unchanged	and	the	definition	of	a	
child	subject	to	kiddie	tax	remains	the	same

• A	child’s	net	unearned	income	is	generally	defined	as	
anything	above	$2,100	($1,050	standard	deduction	
for	an	individual	who	“may	be	claimed”	as	a	
dependent	plus	the	$1,050	unearned	income	limit)

Kiddie	Tax	Changes
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• Earned	taxable	income	means,	the	child’s	taxable	
income	reduced,	but	not	below	zero,	by	the	child’s	
net	unearned	income	

• So	in	essence	children	subject	to	kiddie	tax	will	have	
an	overall	blended	rate	if	they	have	both	earned	
income	and	unearned	income

• Each	type	of	income	will	be	taxed	at	the	
corresponding	rate	

• The	change	is	effective	for	2018‐2025

39

Kiddie	Tax	Changes

• Mark	is	17	years	old,	a	dependent	and	is	subject	to	
kiddie	tax

• He	has	the	following	income	from	a	summer	job	de‐
tasseling	corn

• His	parents	have	also	invested	for	him	for	future	
college	costs

• Wages		$5,000

• Interest	income	$	3,500

• AGI	of	$8,500
40

Example
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• Marks	unearned	income	is	$3,500

• Less	the	allowed	§ 63 reduction of $2,100

• § 63( c )(5)(A) $1,050 and 

• § 63( c )(5)(A) $1,050 

• Net Unearned income of $ $1,400

• This amount will be taxed at estates and trust rates

41

Example	– Mark	Unearned	
Income

• Marks	earned	income	is	wages	of	$5,000

• Here	is	where	Mark’s	standard	deduction	comes	
into	play

• The	standard	deduction	is	the	calculated	under								
§ 63( c)(5) as the greater of $1050 or $350 plus Mark’s 
earned income

• Therefore Marks standard deduction will be $5,350 

• His taxable income will be $8,500 minus the standard 
deduction of $5,350 = $3,150

42

Example	– Mark	Earned	Income	
Calculation



7/18/2018

22

• Remember	‐ Earned	taxable	income	means,	the	
child’s	taxable	income	reduced,	but	not	below	zero,	
by	the	child’s	net	unearned	income	

43

Example	– Mark	

• Net	unearned	income	is	$1,400

• Net	earned	income	is	$3,150	minus	$1,400=	$1,750

• $1,400	taxed	at	estates	and	trust	of	10%	=	$140

• $1,750	taxed	at	single	rate	of	10%	=	$175

• Total	tax	$315,	but	we	just	happen	to	be	in	the	same	
tax	bracket	if	the	unearned	income	had	been	more	
we	would	have	jumped	to	the	24%	tax	rate	for	
estates	and	trusts

44

How	Are	the	Tax	Rates	
Calculated?	
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• Questions	remain	as	to	whether	the	parent	can	chose	to	
include	income	in	their	reporting?????????

• The	new	postcard	from	has	retained	the	From	8814,	
Parents’		Election	To	Report	Child’s	Interest	and	
Dividends	

• Form	8615,	Tax	for	Certain	Children	Who	Have	
Unearned	Income						

• Others	have	stated	that	the	calculation	is	not	that	simple	
and	that	the	tax	is	more	complex	as	demonstrated	by	our	
example	– but	the	changes	to	the	form	should	simplify

45

Kiddie	Tax	Changes

• Now,	the	tax	on	each	child’s	net	unearned	income	is	
simply	calculated	using	tax	brackets	applicable	to	
trusts	and	estates

• The	child	tax	filer	no	longer	benefits	from	the	more	
favorable	capital	gain	tax	rates	that	apply	to	single	
taxpayers	

46

Separation	from	Parents	Taxes
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47

Comparison	of	Tables	

• The	law	generally	retains	the	present‐law	maximum	rates	on	net	capital	gain	and	qualified	
dividends

• The	breakpoints	between	the	0%,	15%	and	20%	rates	no	longer	follow	the	tax	brackets	for	
regular	income	tax.	

• The	breakpoints	will	be	indexed	for	inflation	in	taxable	years	beginning	after	2017,	this	
would	directly	effect	the	breakpoints	annually

• Thus,	for	2018,	the	15‐percent	breakpoint	is	

• $77,200	for	joint	returns	and	surviving	spouses	

• $51,700	for	heads	of	household

• $2,600	for	estates	and	trusts

• $38,600	for	other	unmarried	individuals	and	married	filing	separately

• The	20‐percent	breakpoint	is	$479,000	for	joint	returns	and	surviving	spouses	

• $452,400	for	heads	of	household

• $12,700	for	estates	and	trusts,	and	

• $425,800	for	other	unmarried	individuals	and	married	filing	separately.

Maximum	Rates	on	Capital	Gains	
and	Qualified	Dividends
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• The	breakpoint	for	the	25%	maximum	rate	for	
unrecaptured	§1250	gain	follows	the	same	breakpoints	
as	prior	years

• The	28%	maximum	rates	apply	when	taxable	income	
exceeds	the	24%	tax	bracket	for	regular	income	tax	
purposes	follows	the	same	breakpoints	as	prior	years	
(collectibles	and	qualified	small	business	stock)

Maximum	Rates	on	Capital	Gains	
and	Qualified	Dividends

Disaster 2016, 2017 and 2018‐2025
Need to Keep Your Years in Focus

50
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2016 and 2017
• For 2016 and 2017 a qualified disaster area is any major 

disaster declared in calendar year 2016 or 2017 for an 
area determined by the President of the United States 
under § 401 of the Robert T. Stafford Disaster Relief and 
Emergency Assistance Act to warrant federal disaster 
assistance

• A list can be found of Page 189 of Publication 976 at the 
irs.gov website

• Publication 976 will be a valuable resource

51

2016 and 2017
• Taxpayers can deduct qualified disaster losses for both regular 

and AMT purposes without itemizing on Schedule A

• The net casualty loss from these qualified disasters does not 
need to exceed 10% of the AGI to qualify for the deduction

• But the $100 limit per casualty is increased to $500 

• A qualified disaster distribution is any distribution received 
from an eligible retirement plan made on or after January 1, 
2016, and before January 1, 2018, if at any time during the 
calendar year the main home was located in a major disaster 
area declared by the President 

• The above apply only to California Wildfires, and Hurricanes: 
Harvey, Irma or Maria 

52
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2016 and 2017 Distributions from 
Retirement Plans

• Generally, the taxpayer must have sustained an economic 
loss by reason of the events but ‐

• The taxpayer can generally designate any distribution 
(including a periodic payment or a required minimum 
distribution) from an eligible retirement plan as a qualified 
disaster distribution, regardless of whether the distribution 
was made on account of a federally declared disaster

• Qualified disaster distributions are permitted without  
regard to the need or the  actual amount of the economic 
loss

53

2016 and 2017 Distributions from 
Retirement Plans

• The total of the qualified disaster distributions from all 
plans is limited to $100,000 – prior was $50,000

• If the taxpayer has distributions from more than one 
type of plan, such as a 401(k) plan and an IRA, and the  
total exceeds $100,000, they may allocate the 
$100,000 limit among the plans by any reasonable 
method

54
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2016 and 2017 ‐ Economic Loss

• Qualified disaster distributions are permitted without 
regard to need or the actual amount of the economic 
loss

• Examples of an economic loss include, but are not 
limited to:

• 1. Loss, damage to, or destruction of real or personal 
property from fire, flooding, looting, vandalism, theft, 
wind, or other cause

• 2. Loss related to displacement from the home or

• 3. Loss of livelihood due to temporary or permanent 
layoffs 55

Eligible Retirement Plan

• An eligible retirement plan can be any of the following:

• A qualified pension, profit‐sharing, or stock bonus 
plan (including a 401(k) plan)

• A qualified annuity plan

• A tax‐sheltered annuity contract

• A governmental section 457 deferred compensation 
plan

• A traditional, SEP, SIMPLE, or Roth IRA

56
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2016 and 2017 Distributions from 
Retirement Plans

• Qualified disaster distributions are included in income in 
equal amounts over three years

• However, the taxpayer can elect, to include the entire  
qualified disaster distribution in income in the year  
received

• Qualified disaster distributions are not subject to the 
additional 10% tax (or the additional 25% tax for certain 
distributions from SIMPLE IRAs) on early distributions 
from qualified retirement  plans (including  IRAs)

57

2016 and 2017 Distributions from 
Retirement Plans

• The above apply only to California Wildfires, and 
Hurricanes: Harvey, Irma or Maria 

58
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Special Filing – Several Sections

59

Special Filing – Several Sections

60
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2016 and 2017

• If the taxpayer chooses they can generally repay any portion 
of a qualified disaster distribution that is eligible for tax‐free 
rollover treatment to an eligible retirement plan

• Also, they can repay a qualified disaster distribution made 
on account of a hardship from a retirement plan

• They have 3 years from the day after the date they received 
either the qualified disaster distribution to make a 
repayment 

• Amounts that are repaid are treated as a trustee‐to‐trustee 
transfer and are not included in income

• Also, for purposes of the one‐rollover‐per‐year limitation 
for IRAs, a repayment to an IRA is not considered a rollover

61

2016 Exceptions to Repayment of 
Distributions

• The taxpayer cannot repay the following types of 
distributions

• Qualified 2016 disaster distributions received as a 
beneficiary (other than as a surviving spouse)

• Required minimum distributions

• Periodic payments (other than from an IRA) that are 
for:

• A period of 10 years or more

• A life or life expectancy or

• The joint lives or joint life expectancies of the 
taxpayer and the beneficiary 62
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2017
• Pretty much all we discussed about 2016 applies to 2017 

except the location of the disasters: 

• A 2017 qualified disaster includes Hurricane Harvey 
and Tropical Storm Harvey, Hurricane Irma, Hurricane 
Maria, and the California wildfires

• These disasters occurred in calendar year 2017 in areas  
determined by the President of the United States under 
§ 401 of the Robert T. Stafford Disaster Relief and 
Emergency Assistance Act to warrant federal disaster 
assistance

• Publication 976 defines these specific disaster areas
63

2017 Only ‐ Repayment of Qualified Distributions 
for the Purchase or Construction of a Main Home

• If the taxpayer received a qualified distribution to 
purchase or construct a main home in the Hurricane 
Harvey, Irma, or Maria disaster area, they can repay all 
or any part of that distribution to an eligible retirement  
plan during the period beginning on August 23, 2017, 
and ending on February 28, 2018

• Though the time for repayment has passed clients may 
have taken advantage of this option

• Line 21 of Form 8915B is used for this purpose 

64
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New Code on Form 1099 R for Hurricane 
Issues 

• Use Distribution Code 2 on Form 1099‐R to report 
retirement plan (including IRAs) participant 
distributions made in 2017 due to Hurricanes Harvey, 
Irma, or Maria

• Box 7, Code 2 early distribution exception applies 

65

2017 Only ‐ Earned Income Credit and 
Additional Child Tax Credit Provision

• The taxpayer may be able to use their 2016 earned  
income to figure their earned income credit (EIC) and 
additional child tax credit (ACTC) if:

• Their 2016 earned income was greater than their 2017 
earned income, and they were located in one of the 
following areas: 

• Hurricane Harvey Disaster Zone

• Hurricane Irma Disaster Zone

• Hurricane Maria Disaster Zone , or 

• California Wildfire Disaster Zone
66
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2017 Only Earned Income Credit and Additional 
Child Tax Credit Provision ‐ Joint Returns

• If the taxpayer files a joint return, they qualify to make  
this election even if only one spouse meets the 
requirements

• If they make the election, the 2016 earned income is the 
sum of the 2016 earned income and the spouse's 2016 
earned income

• To make this election, enter “PYEI” and the amount of 
the 2016 earned income in the space next to Form 1040, 
line 67; Form 1040A, line 43; or Form 1040NR, line 64, 
unless they are also claiming the earned income tax 
credit 

67

2017 Earned Income Credit and Additional 
Child Tax Credit Provision ‐ Joint Returns

• If they are claiming both the EIC and the ACTC, then 
they only need to enter “PYEI” and the amount of the 
2016 earned income in the space next to Form 1040, 
line 66a, or Form 1040A, line 42a

68



7/18/2018

35

Safe Harbor Methods To Determine 
the Amount of the Casualty and Theft Losses

• Revenue Procedure 2018‐08 provides safe harbor 
methods that may be used to figure casualty and theft 
losses to the personal‐use residential property and 
personal belongings, including some methods applicable 
only to losses from a federally declared disaster

• To figure the amount of the casualty and theft losses, 
the taxpayer generally must determine the actual 
reduction in the FMV of lost or damaged property using 
a competent appraisal or the cost of repairs they 
actually make

69

Safe Harbor Methods To Determine the 
Amount of Your Casualty and Theft Losses

• But the safe harbor methods in Revenue Procedure 
2018‐08 allow the taxpayer to determine the decrease 
in FMV in other ways

• The use of a safe harbor method described in Revenue  
Procedure 2018‐08 is not mandatory

70



7/18/2018

36

• The	personal	casualty	and	theft	loss	deduction	is	
suspended	for	tax	years	2018‐2025

• Exception:

• Personal	casualty	losses	incurred	in	a	Federally‐
declared	disaster	area

• The	losses	are	subject	to:

• The	$100	per	casualty	adjustment	and	

• The	10%	of	the	AGI	limitation	is	retained	in	
the	Federally‐declared	area	

Deduction	for	Personal	Casualty	&	
Theft	Loss	Suspended2018‐2025

Casualty Loss 2018‐2025

72
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• When	applying	the	10%‐of‐AGI	floor	to	federal	
disaster	losses

• Order	matters
• An	individual	who	has	both	personal	casualty	gains	
and	personal	casualty	losses	for	a	tax	year,	first	must	
reduce	the	amount	of	personal	casualty	gains	by	the	
amount	of	nonfederal	personal	casualty	losses

• The	remaining	personal	casualty	gains	are	then	used	
to	reduce	the	amount	of	the	taxpayer's	deductible	
federal	disaster	losses	

• Any	remaining	federal	disaster	losses	are	deductible	
to	the	extent	they	exceed	the	10%‐of‐AGI	floor

New	Exception	for	Individuals	with	
Casualty	Gains	2018‐2025

• Losses	must	not	exceed	gains

• A	taxpayer	may	deduct	the	portion	of	the	personal	casualty	
loss	not	attributable	to	a	federally	declared	disaster	to	the	
extent	the	loss	doesn't	exceed	the	personal	casualty	gains

• A	federally	declared	disaster	can	still	create	an	NOL,		BUT

• The	TCJA	made	no	changes	to	the	present‐law	3‐year	
carryback	for	the	portion	of	the	NOL	for	any	tax	year	that	is	
a	net	disaster	loss	subject	to	§ 504(b)	of	the	Disaster	Tax	
Relief	and	Airport	and	Airway	Extension	Act	of	2017,	(i.e.,	a	
net	disaster	loss	arising	from	Hurricanes	Harvey,	Irma,	or	
Maria)	pre	– 2018	so	all	pre‐2018	casualty	losses	that	
generate	an	NOL	can	still	carryback

What	About	Excess	Losses?
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• The	three	year	carry	back	for	casualty	and	disaster	
losses	has	been	eliminated	completely	after	2017

• The	NOL	can	be	carried	forward	indefinitely	subject	
to	limitations

75

What	About	Excess	Losses?

• Starting	in	2018	losses,	Yes

• The	NOL	would	be	limited	to	80%	of	taxable	
income,	determined	without	regard	to	the	NOL	itself

• Are	carryovers	to	other	years,	2018	and	beyond,		
adjusted	to	take	into	account	the	80%	limitation?

• Yes

• Are	carryovers	pre‐2018	adjusted	to	take	into	
account	the	80%	limitation?

• We	are	unsure	at	this	point	and	need	guidance
76

So	Are	Disaster	Losses	for	All 	Other	
Losses	Only	Carried	Forward?	
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• The	law	is	effective	for	tax	years	beginning	after	
December	31,	2017

• This	effective	date	means	that	losses	that	arose	in	
the	tax	years	prior	to	January	1,	2108,	may	not	be	
subject	to	the	80%	taxable	income	limit	– the	jury	is	
still	out	and	we	are	awaiting	direction	from	IRS

• Fiscal	year	taxpayers	won’t	be	subject	to	the	80%	of	
taxable	income	limitation	for	the	year	than	began	in	
2017	and	ends	in	2018,	but	will	be	subject	to	the	
limit	for	the	year	that	begins	in	2018

NOL’s

• Will	they	be	limited	to	80%	of	taxable	income?

• The	law	appears	to	leave	the	pre‐2018	losses	intact	
if	so,	you	will	be	required	to	keep	track	of	NOL’s	
subject	to	the	80%	and	those	not	subject	to	the	
limitation	of	taxable	income

• Again	guidance	is	needed	to	clarify

78

Net	Operating	Losses
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• Fiscal	year	taxpayers	with	NOLs	arising	in	tax	years	
beginning	before	Dec.	31,	2017,	and	ending	after	
Dec.	31,	2017,	would	not	be	subject	to	the	80	%	
limitation	but	would	also	not	be	eligible	for	a	
carryback;	instead,	these	could	be	carried	forward	
indefinitely

79

Net	Operating	Losses	– Fiscal	
Year	Taxpayers

• Track	up	to	three/four	possible	NOL’s	

• Pre‐2018

• Post‐2018

• Farming	loss	– due	to	the	2	year	carryback

• I	would	also	track	disaster	losses	as	Congress	
often	provides	special	provisions	in	a	federally	
declared	disaster

80

Summary
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• Example:	Margie	– assume	the	$100	per	event	has	
been	taken

• Margie	has	nonfederal	casualty	losses	$15,000,	
federal	disaster	losses	of	$45,000	and	personal	
casualty	gains	$20,000	for	the	tax	year	with	
$150,000	of	AGI

New	Exception	for	Individuals	
with	Casualty	Gains	‐ Example

AGI #1 Nonfederal 
Casualty Losses 

#2 Personal Casualty 
Gains 

#3 Federal Disaster 
Losses 

10% of AGI 
Adjustment

150,000 15,000 20,000 45,000

0 remaining losses $5,000 gain remaining $5,000 of gain 
reduces losses to 
$40,000

Reduce remaining 
losses by 10% of AGI 
or $15,000

$25,000 deductible 
federal disaster 
losses

Example
After applying the $100 per casualty limitation 
Margie has the following gains and losses
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• The	limitation	on	wagering	is	clarified	and	modified	
to	provide	that	all	deductions	for	expenses	incurred	
in	carrying	out	wagering	transactions,	and	not	just	
gambling	losses,	are	limited	to	the	extent	of	
gambling	winnings

• This	will	include	travel	expenses	or	fees,	to	the	
extent	those	expenses	exceed	gambling	gains

• Gambling	losses	remain	a	Schedule	A	deduction	up	
to	winnings	not	subject	to	the	2%	limitation

• Applies	for	tax	years	2018‐2025
• Intended	to	reverse	the	Mayo	case

Gambling	Losses

• The	provision	apples	to	individuals	engaged	in	the	
“business”	of	gambling

• Casual	gamblers	for	personal	pleasure	are	not	
allowed	to	deduct	travel	expenses	to	an	from	a	
gambling	establishment

84

Gambling	Losses
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• The	child	tax	credit	is	increased	to	$2,000	per	
qualifying	child	under	the	age	of	17

• Credit	phase	out	amounts	are	increased	to	$400,000	
for	married	taxpayers	filing	a	joint	return	and	
$200,000	for	all	others	

• No	future	adjustment	for	inflation	is	provided	

• No	credit	will	be	allowed	to	a	taxpayer	with	respect	
to	any	qualifying	child	unless	the	taxpayer	provides	
the	child's	SSN

• This	change	applies	to	tax	years	2018‐2025

Child	Tax	Credit

• The	amount	of	the	credit	that	is	refundable	is	
increased	to	$1,400	per	qualifying	child

• The	amount	is	indexed	for	inflation,	up	to	the		
$2,000	base	credit	amount

• The	earned	income	threshold	for	the	refundable	
portion	of	the	credit	is	decreased	from	$3,000	to	
$2,500	

• This	will	result	in	a	larger	refundable	credit

Refundable	Portion	of	the	Child	
Tax	Credit
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• The	Child	Tax	Credit	is	modified	to	temporarily	provide	for	a	$500	non‐
refundable	credit for	qualifying	dependents	other	than	qualifying	
children	and	the	individual	still qualifies	as	a	dependent	under	§ 152

• Examples	of	how	this	provision	may	apply	– Regulations	will	need	to	
clarify:

• Child	over	age	of	17	‐ thus	the	partial	credit	might	apply	to	a	child	
under	19	but	age	17	and	older,	a	full‐time	student	under	age	24,	or	a	
disabled	child	of	any	age

• Other	qualifying	(non‐child)	relatives	if	all	requirements	are	met
• Dependent	must	be	a	U.S.	citizen,	a	U.S.	national,	or	a	U.S.	
resident	– thus	residents	of	Canada	or	Mexico	do	not	qualify	for	
the	partial	credit

• If	a	qualifying	child	isn't	allowed	a	CTC	because	the	child	
doesn't	have	an	SSN	that	child	is	treated	as	a	dependent	to	
whom	the	partial	credit	would	apply

Partial	Credit	for	Certain	Other	
Dependents	2018‐2025

• For	2017	and	beyond,	if	the	child	meets	the	tests	to	
be	a	qualifying	child,	but	also	meets	the	tests	to	be	
the	qualifying	child	of	another	person,	only	one	of	
person	can	actually	treat	the	child	as	a	qualifying	
child	to	claim	the	EIC

• If	the	other	person	can	claim	the	child	as	a	
qualifying	child,	than	the	taxpayer	can't	claim	the	
EIC	as	a	taxpayer	with	a	qualifying	child	unless	they	
have	another	qualifying	child

• However,	they	may	be	able	to	claim	the	EIC	without	
a	qualifying	child 88

Childless	Earned	Income	Credit	
(EIC)	
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Center for Agricultural Law & Taxation

Itemized Deductions 

89

• State,	local,	and	property	taxes,	and	state	and	local	
sales	taxes	or	state	and	local	taxes	are	deductible	
only	when	paid	or	accrued	in	carrying	on	a	trade	or	
business	or	an	activity	for	the	production	of	income	
(§212) – This includes the W‐2 withholding and 
estimated tax payments

• An	itemized	deduction	of	up	to	$10,000	($5,000	for	
a	married	taxpayer	filing	a	separate	return)	for	
state	and	local	property	taxes	is	allowed	

• Foreign	property	taxes	not	connected	to	a	trade	or	
business	are	no	longer	allowed

State	and	Local	Tax	Deduction	
Now	Limited	for	Individuals
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• No,	the	law	specifically	prohibits	a	taxpayer	who,	in	
2017,	pays	an	income	tax	that	is	imposed	for	a	tax	
year	after 2017

• Your	client	can't	claim	an	itemized	deduction	in	
2017	for	that	prepaid	state	and	local	income	tax

• This	provision	concerning	itemized	deduction:	
Taxes	applies	for	tax	years	2018‐2025

Can	Your	Client	Prepay	the	State	and	Local	
Taxes	for	2018	and	get	a	Deduction	for	
2017?

Update

92
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• This	notice	informs	taxpayers	that	the	Department	of	the	
Treasury	and	IRS	intend	to	propose	regulations	
addressing	the	federal	income	tax	treatment	of	certain	
payments	made	by	taxpayers	for	which	taxpayers	receive	
a	credit	against	their	state	and	local	taxes

• The	Tax	Cuts	and	Jobs	Act,	limits	an	individual’s	deduction	
to		an	aggregate	amount	of	state	and	local	taxes	paid	
during	the	calendar	year	to	$10,000	($5,000	in	the	case	of	
a	married	individual	filing	a	separate	return)

93

Guidance	on	Certain	Payments	Made	in	Exchange	
for	State	and	Local 	Tax	Credits 	Notice	2018‐54	

• State	and	local	tax	payments	in	excess	of	those	amounts	are	
not	deductible

• This	new	limitation	applies	to	taxable	years	beginning	after	
December	31,	2017,	and	before	January	1,	2026		

• In	response	to	this	new	limitation,	some	state	legislatures	
are	considering	or	have	adopted	legislative	proposals	that	
would	allow	taxpayers	to	make	transfers	to	funds	
controlled	by	state	or	local	governments,	or	other	
transferees	specified	by	the	state,	in	exchange	for	credits	
against	the	state	or	local	taxes	that	the	taxpayer	is	required	
to	pay

94

Guidance	on	Certain	Payments	Made	in	
Exchange	for	State	and	Local 	Tax	Credits
Notice	2018‐54	
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• The	aim	of	these	proposals	is	to	allow	taxpayers	to	
characterize	such	transfers	as	fully	deductible	
charitable	contributions	for	federal	income	tax	
purposes,	while	using	the	same	transfers	to	satisfy	
state	or	local	tax	liabilities		

• Despite	these	state	efforts	to	circumvent	the	new	
statutory	limitation	on	state	and	local	tax	deductions,	
taxpayers	should	be	mindful	that	federal	law	controls	
the	proper	characterization	of	payments	for	federal	
income	tax	purposes

95

Guidance	on	Certain	Payments	Made	in	
Exchange	for	State	and	Local 	Tax	Credits
Notice	2018‐54	

• The	Treasury	Department	and	IRS	intend	to	propose	
regulations	addressing	the	federal	income	tax	treatment	
of	transfers	to	funds	controlled	by	state	and	local	
governments	(or	other	state‐specified	transferees)	that	
the	transferor	can	treat	in	whole	or	in	part	as	satisfying	
state	and	local	tax	obligations

• The	proposed	regulations	will	make	clear	that	the	
requirements	of	the	Internal	Revenue	Code,	informed	by	
substance‐over	‐form	principles,	govern	the	federal	
income	tax	treatment	of	such	transfers
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Guidance	on	Certain	Payments	Made	in	
Exchange	for	State	and	Local 	Tax	Credits 	
Notice	2018‐54	
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• The	proposed	regulations	will	assist	taxpayers	in	
understanding	the	relationship	between	the	federal	
charitable	contribution	deduction	and	the	new	
statutory	limitation	on	the	deduction	for	state	and	
local	tax	payments	

97

Guidance	on	Certain	Payments	Made	in	
Exchange	for	State	and	Local 	Tax	Credits 	
Notice	2018‐54	

• For	tax	years	2017	and	2018

• The	threshold	on	medical	expense	deductions	is	
reduced	to	7.5%	for	all	taxpayers

• The	rule	limiting	the	medical	expense	deduction	for	
AMT	purposes	to	7.5%	of	AGI	doesn't	apply

• Beginning	in	2019	the	threshold	increase	to	10%	
permanently	

• This	provision	expires	after	2025

Medical	Expense	Deduction	
Threshold
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• The	50%	limitation	under	§ 170(b))	for	cash	
contributions	to	certain	public	charities	and	certain	
private	foundations	is	increased	to	60%

• Contributions	exceeding	the	60%	limitation	are	
generally	allowed	to	be	carried	forward	and	
deducted	for	up	to	five	years,	subject	to	the	later	
year's	ceiling	caps

• Non‐cash	is	limited	to	the	50%

• Possible	technical	correction	may	be	needed	once	
intent	of	Congress	is	clarified

Charitable  Contribution  Deduction  
Limitation   Increased

• The	50%,	30%	and	20%	AGI	limitations	for	
individual	making	charitable	contributions	and	the	
10%	limitation	for	corporations	does	not	apply	to	
contributions	for	relief	for:	

• Hurricane	Harvey

• Hurricane	Irma

• Huracan	Maria

• California	Wildfires

• The	contribution	must	be	made	by	December	31,	
2017 100

Charitable	Contributions	and	
Disaster	Areas
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• A	donor	who	claims	a	deduction	for	a	charitable	
contribution	must	maintain	reliable	written	records	
regarding	the	contribution,	regardless	of	the	value	or	
amount	of	such	contribution

• No	charitable	contribution	deduction	is	allowed	for	a	
separate	contribution	of	$250	or	more	unless	the	donor	
obtains	a	contemporaneous	written	acknowledgement	
of	the	contribution	from	the	charity	indicating	whether	
the	charity	provided	any	good	or	service	(and	an	
estimate	of	the	value	of	any	such	good	or	service)	to	the	
taxpayer	in	consideration	for	the	contribution

Charitable Contributions Rules 

• There	was	an	exception	to	the	contemporaneous	written	
acknowledgment	requirement	for	certain	contributions	reported	by	
the	donee	organization	under	§170(f)(8)(D)	

• Under	the	exception,	a	contemporaneous	written	acknowledgment	
was	not	required	if	the	donee organization	filed	a	return,	on	such	form	
and	includes	the	same	content

• The	exception	was	not	available	unless	and	until	the	Treasury	
Department	and	the	IRS	issue	final	regulations	

• Final	regulations	were	never	issued
• The	repeal	of	§ 170(f)(8)(D)	exception	to	the	contemporaneous	

written	acknowledgment	requirement	only	applies	to	the	donee	
organization	not	the	donor

• Effective	date−The	repeal	provision	is	effective	for	contributions	
made	in	taxable	years	beginning	after	December	31,	2017

Charitable Contributions‐
Exception DONEE 
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• The	law	repeals	the	exception	to	the	
contemporaneous	written	acknowledgement	
requirement	for	contributions	of	$250	or	more	
when	the	donee	organization	files	the	required	
return,	effective	for	contributions	made	in	tax	years	
beginning	after	Dec.	31,	2016

• Contemporaneous	documentation	is	still	required	
by	the	donor

• Publication	1771	Charitable	Contribution	is	a	good	
resource	for	you	and	your	clients

Simply Stated

• Notice	2017‐48,	2017‐52,	2017‐62	and	2017‐70

• These	programs,	employees	may	donate	their	vacation,	
sick,	or	personal	leave	in	exchange	for	employer	cash	
payments	made	before	January	1,	2019,	to	qualified	tax‐
exempt	organizations	providing	relief	for	the	victims	of	
Hurricane	Harvey	and	Tropical	Storm	Harvey,	Hurricane	
Irma	and	Tropical	Storm	Irma,	Hurricane	Maria	and	
Tropical	Storm	Maria,	and	the	California	Wildfires	that	
began	on	October	8,	2017

104

Leave‐Based	Donat ion 	Programs	to 	Aid 	Vict ims	of
Hurricanes 	and	Tropical 	Storms	Harvey , 	 I rma, 	and
Maria , 	and	the 	2017	Cal i fornia 	Wi ldf ires
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• The	donated	leave	need	not	be	included	in	the	
income	or	wages	of	the	employee

• The	employer	may	deduct	the	cash	payments	as	
business	expenses	or	charitable	contributions

• Note	this	only	applies	to	the	above	disasters,	
normally	leave	based	programs	are	considered	
taxable	wages

• No	charitable	contribution	allowed	for	the	donation	
of	leave

105

Leave‐Based	Donat ion 	Programs	to 	Aid 	Vict ims	of
Hurricanes 	and	Tropical 	Storms	Harvey , 	 I rma, 	and
Maria , 	and	the 	2017	Cal i fornia 	Wi ldf ires

• No	charitable	deduction	is	allowed	for	any	payment	to	
an	institution	of	higher	education	in	exchange	for	the	
right	to	purchase	tickets	or	seating	at	an	athletic	
event

• Effective	for	contributions	made	in	tax	years	
beginning	after	Dec.	31,	2017	

• Permanent	provision

College	Athletic	Seating	Rights	‐
No	Deduction



7/18/2018

54

• The	deduction	for	alimony	payments	is	eliminated	and	
the	corresponding	inclusions	of	alimony	in	gross	income	
are	eliminated

• The	alimony	deduction	repeal would	affect	divorces	
carried	out	after	December	31,	2018

• If	the	divorce	is	later	modified	after	that	date	and	the	
modification	expressly	provides	that	the	new	
amendment	(law)	will	apply	to	alimony	then	alimony	
and	separate	maintenance	payments	are	not	deductible	
by	the	payor	spouse	and	are	not	included	in	the	income	
of	the	payee	spouse

• The	new	rule	wouldn't	affect	anyone	already	paying	
alimony	unless	the	above	change	is	made

• No	changed	in	the	treatment	of	child	support

Alimony 

• IRS	has	announced	that	it	intends	to	issue	regulations	
clarifying	that	§ 682,	which	was	repealed	by	the	Tax	Cuts	
and	Jobs	Act	(TCJA;	P.L.	115‐97,	12/22/2017)	effective	
for	divorce	or	separation	agreements	executed	after	Dec.	
31,	2018,	will	continue	to	apply	with	regard	to	trust	
income	payable	to	a	former	spouse	who	was	divorced	or	
legally	separated	under	a	divorce	or	separation	
instrument	executed	on	or	before	Dec.	31,	2018,	unless	
such	instrument	is	modified	after	that	date	and	the	
modification	provides	that	the	changes	made	by	the	TCJA	
apply	to	the	modification
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Alimony	and	Notice	2018‐37	“Alimony	
Trusts” 	
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• The	deduction	for	miscellaneous	itemized	deductions	that	are	subject	
to	the	2%	floor	is	suspended	(	2018‐2025)

• Expenses	for	the	production	or	collection	of	income	(investment	
expenses,	etc.)

• Unreimbursed	employee	business	expenses
• Unreimbursed	vehicle	expenses	for	rural	mail	carriers
• Tax	determination	expenses	– fee	for	preparation	of	tax	return
• Expenses	under	the	hobby	loss	rules	
• Repayments	of	income	received	under	a	claim	of	right	(only	
subject	to	the	2%	floor	if	less	than	$3,000)

• Amount	great	than	$3,000	are	not	subject	to	the	2%	floor
• Shares	of	deductible	investment	expenses	from	pass‐through	
entities

Miscellaneous	Itemized	Deductions	
Suspended

• The	above	list	is	not	all	inclusive	–ALL	deduction	
subject	to	the	2%	floor	are	suspended

• This	provision	expires	after	2025

110

Miscellaneous	Itemized	
Deductions	Suspended
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• This	limitation	will	not	apply	for	tax	years	2018‐2025

Phase‐out	of	Itemized	
Deductions

• No	moving	expenses	deduction	is	allowed

• An	exception	was	created	for	members	of	the	
Armed	Forces	on	active	duty	who	move	pursuant	to	
a	military	order	to	a	permanent	change	of	station

• This	provisions	limitations	expires	after	2025

Moving	Expenses	Deduction	
Suspended
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• Notice	2018‐03	provided	the	optional	2018	standard	
mileage	rates	for	taxpayers	to	use	in	computing	the	
deductible	costs	of	operating	an	automobile	for	business,	
charitable,	medical,	or	moving	expense	purposes

• Notice	2018‐03	identified	a	standard	mileage	rate	of	:

• 54.5	cents	per	mile	for	all	miles	of	business	use	(business	
standard	mileage	rate)	that	taxpayers	were	to	use,	including	
to	deduct	unreimbursed	employee	travel	expenses	as	a	
miscellaneous	itemized	deduction	under	§ 67	

Update	of 	2018	Standard	Mileage	Rates	Notice	
2018‐42	

• Public	Law	115‐97	suspends	all	miscellaneous	itemized	
deductions	that	are	subject	to	the	2%	of	adjusted	gross	
income	floor	under	§ 67,	including	unreimbursed	
employee	travel	expenses

• This	suspension	applies	to	taxable	years	beginning	after	
December	31,	2017,	and	before	January	1,	2026

• Thus,	the	business	standard	mileage	rate	listed	in	
previously	issued	Notice	2018‐03	cannot	be	used	to	
claim	an	itemized	deduction	for	unreimbursed	
employee	travel	expenses	during	the	suspension	

114

Update	of 	2018	Standard	Mileage	Rates	
Notice	2018‐42	
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• Notwithstanding	the	foregoing	suspension	of	miscellaneous	
itemized	deductions,	deductions	for	expenses	that	are	
deductible	in	determining	adjusted	gross	income	are	not	
suspended

• For	example,	members	of	a	reserve	component	of	the	
Armed	Forces	of	the	United	States,	state	or	local	
government	officials	paid	on	a	fee	basis,	and	certain	
performing	artists	are	entitled	to	deduct	unreimbursed	
employee	travel	expenses	as	an	adjustment	to	total	income	
on	line	24	of	Form	1040	(2017),	not	as	an	itemized	
deduction	on	line	21	of	Schedule	A	of	Form	1040	(2017),	
and	therefore	may	continue	to	use	the	business	standard	
mileage	rate 115

Update	of 	2018	Standard	Mileage	Rates	
Notice	2018‐42	

• For	the	use	of	an	automobile	as	a	part	of	a	move	for	which	
the	expenses	are	deductible	under	§ 217,	Notice	2018‐03	
provided	a	standard	mileage	rate	of	18	cents	per	mile

• For	taxable	years	beginning	after	December	31,	2017,	and	
before	January	1,	2026,	Public	Law	115‐97	suspends	the	
deduction	for	moving	expenses

• This	suspension	does	not	apply	to	members	of	the	Armed	
Forces	of	the	United	States	on	active	duty	who	move	
pursuant	to	a	military	order	and	incident	to	a	permanent	
change	of	station	to	whom	§ 217(g)	applies
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Update	of 	2018	Standard	Mileage	Rates	
Notice	2018‐42	
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• Thus,	other	than	those	to	whom	§ 217(g)	applies,	
the	standard	mileage	rate	is	not	applicable	for	the	
use	of	an	automobile	as	part	of	a	move	occurring	
during	the	suspension
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Update	of 	2018	Standard	Mileage	Rates	
Notice	2018‐42	

• Current	law	is	retained

• A	homeowner	must	live	in	their	home	to	qualify	for	
the	capital	gains	exclusion	for	2	out	of	the	past	5	
years	

• The	exclusion	remains	at	$250,000	single/$500,000	
married	

Exclusion	of	Gain	on	Sale	of	a	
Principal	Residence
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• The	law	reduces	the	limit	on	deductible	mortgage	
debt	to	$750,000	for	new loans	taken	out	after	
12/14/17	‐ $375,000	for	married	taxpayers	filing	
separately

• Current	loans	of	up	to	$1	million	are	grandfathered	
and	are	not	subject	to	the	new	$750,000	
cap/$375,000

• Neither	limit	is	indexed	for	inflation

• Interest	remains	deductible	on	second	homes,	but	
subject	to	the	$1	million	/	$750,000	limits

Mortgage	&	Home	Equity	Indebtedness	
Interest	Deduction	Limited

• The	deduction	for	home	equity interest	is	suspended	
for	2018‐2025

• Acquisition	indebtedness	cannot	exceed	$750,000	for	
all	filing	statuses	except	married	filing	separate	is	
limited	to	$375,000

• This	provision	limitation	expires	aft	2025

Mortgage	&	Home	Equity	Indebtedness	
Interest	Deduction	Limited
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• Responding	to	many	questions	received	from	taxpayers	and	tax	
professionals,	the	IRS	said	that	despite	newly‐enacted	restrictions	on	
home	mortgages,	taxpayers	can	often	still	deduct	interest	on	a	home	
equity	loan,	home	equity	line	of	credit	(HELOC)	or	second	mortgage,	
regardless	of	how	the	loan	is	labelled

• The	Tax	Cuts	and	Jobs	Act	of	2017,	enacted	December	22,	suspends	from	
2018	until	2026	the	deduction	for	interest	paid	on	home	equity	loans	and	
lines	of	credit

• Interest	on	a	home	equity	loan	used	to	build	an	addition	to	an	existing	
home	remains	deductible	within	the	new	limits

• Interest	on	the	same	loan	used	to	pay	personal	living	expenses,	such	as	
credit	card	debts	or	the	purchase	of	a	new	car,	is	no	longer	deductible

• The	loan	must	be	secured	by	the	taxpayer’s	main	home	or	second	home	
(known	as	a	qualified	residence),	and	not	exceed	the	cost	of	the	home	and	
meet	other	requirements.

Guidance	from	IRS	Issues	‐ IR‐2018‐32,	
Feb.	21,	2018

• In	January	2018,	a	taxpayer	filing	as	married	filing	jointly	or	an	
unmarried	status	takes	out	a	$500,000	mortgage	to	purchase	a	
main	home	with	a	fair	market	value	of	$800,000

• In	February	2018,	the	taxpayer	takes	out	a	$250,000	home	equity	
loan	to	put	an	addition	on	the	main	home

• Both	loans	are	secured	by	the	main	home	and	the	total	does	not	
exceed	the	cost	of	the	home

• Because	the	total	amount	of	both	loans	does	not	exceed	$750,000,	
all	of	the	interest	paid	on	the	loans	is	deductible

• However,	if	the	taxpayer	used	the	home	equity	loan	proceeds	for	
personal	expenses,	such	as	paying	off	student	loans	and	credit	
cards,	then	the	interest	on	the	home	equity	loan	would	not	be	
deductible			

IRS	Provided	the	Following	
Examples
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• In	January	2018,	a	taxpayer	filing	as	married	filing	jointly	or	
an	unmarried	status	takes	out	a	$500,000	mortgage	to	
purchase	a	main	home

• The	loan	is	secured	by	the	main	home
• In	February	2018,	the	taxpayer	takes	out	a	$250,000	loan	to	
purchase	a	vacation	home

• The	loan	is	secured	by	the	vacation	home
• Because	the	total	amount	of	both	mortgages	does	not	exceed	
$750,000,	all	of	the	interest	paid	on	both	mortgages	is	
deductible

• However,	if	the	taxpayer	took	out	a	$250,000	home	
equity	loan	on	the	main	home	to	purchase	the	vacation	
home,	then	the	interest	on	the	home	equity	loan	would	
not	be	deductible	

Additional	Example	2

• In	January	2018,	a	taxpayer	filing	as	married	filing	
jointly	or	an	unmarried	status,	takes	out	a	$500,000	
mortgage	to	purchase	a	main	home

• The	loan	is	secured	by	the	main	home
• In	February	2018,	the	taxpayer	takes	out	a	$500,000	
loan	to	purchase	a	vacation	home

• The	loan	is	secured	by	the	vacation	home
• Because	the	total	amount	of	both	mortgages	exceeds	
$750,000,	not	all	of	the	interest	paid	on	the	mortgages	is	
deductible

• A	percentage	of	the	total	interest	paid	is	deductible

Additional	Example	3
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How	Will	Banks	Report	This	
Information?	

• If	the	client	entered	into	a	binding	written	contract	
before	Dec.	15,	2017	to	close	on	the	purchase	of	a	
principal	residence	before	Jan.	1,	2018,	and	the	
transaction	is	completed	before	Apr.	1,	2018,	it	will	be		
considered	to	incur	acquisition	indebtedness	prior	to	
Dec.	15,	2017

Binding	Contract	Issues
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• A	Mortgage	Credit	Certificate	reduces	the	amount	of	
federal	income	tax	a	client	pays	each	year

• Mortgage	Credit	Certificates	are	tax	credits

• Current	law	was	retained

Mortgage	Credit	Certificates	
(MCCs)

Center for Agricultural Law & Taxation

Other Provisions

128
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• Computed	on	Form	6251	

• Start	with	AGI

• Has	its	own	rules	and	definition	of	income	and	expenses

• What	triggers	AMT?	

• High	amounts	of	taxable	income

• Incentive	stock	options	if	exercised

• Number	of	dependents

• Long	term	capital	gains	(due	to	phase	out	rules)

• Large	Schedule	A	deductions

• Exempt	interest	on	private	activity	bonds
129

AMT

• The	law	provides	for	increased	AMT	exemptions

• For	2018,	the	exemptions	will	be:

• $109,400	(up	from	$84,500	in	2017)	in	the	case	
of	a	joint	return	or	the	return	of	a	surviving	
spouse

• $70,300	(up	from	$54,300	in	2017)	in	the	case	of	
an	individual	who	is	unmarried	and	not	a	
surviving	spouse

• $54,700	(up	from	$39,375	in	2017)	in	the	case	of	
a	married	individual	filing	a	separate	return

Increase	in	Individual	AMT	
Exemption	and	Phaseout	Amounts
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• In	addition	the	law	would	increase	the	alternative	
minimum	taxable	income	limit	where	the	exemptions	
begin	to	phase	out

• The	exemption	amount	of	any	taxpayer	is	reduced	by	an	
amount	equal	to	25	%	of	the	amount	by	which	the	
alternative	minimum	taxable	income	of	the	taxpayer	
exceeds	$1,000,000	(up	from	$160,900	in	2017)	in	the	
case	of	a	joint	returns;	and	

• $500,000	for	all	others	(up	from	amounts	ranging	from	
$80,450	to	$120,700	in	2017)

• This	provision	would	become	effective	for	tax	years	after	
December	31,	2017	and	would	sunset	in	2025

Increase	in	Individual	AMT	
Exemption	and	Phaseout	Amounts

• Effective	2018

• 529	plans	can	allow	distributions	of	up	to	$10,000	
per‐student	to	pay	tuition	expenses	for	a	public,	
private,	or	religious	elementary	or	secondary	school

• The	above	limitation	applies	on	a	per	student	basis

• This	is	a	permanent	provision

• The	rules	for	postsecondary	educational	institutions	
are	unchanged

Section	529	Qualified	Tuition	
Programs
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• Contribution	limitations	to	ABLE	accounts	made	by	the	
designated	beneficiary	is	increased	

• Overall	the	limitation	to	an	ABLE	Account	is	limited	to	
$15,000	(2018	Gift	Tax	Exemption)

• Once	that	amount	has	been	reached	the	ABLE	account's	
designated	beneficiary can	contribute	an	additional	
amount,	up	to	the	lesser	of	:
• (a)	the	Federal	poverty	line	for	a	one‐person	
household;	or	

• (b)	the	individual's	compensation	for	the	tax	year	–
use	same	compensation	rules	as	apply	to	Individual	
Retirement	Accounts

ABLE Account Changes

• To	make	the	additional	qualified	contribution,	the	
designated	beneficiary	must	be	an	employee	or		
self‐employed

• The	additional	contribution	would	be	not	be	
available	if	the	ABLE	account	beneficiary	made	
deferral	contributions	to	a	401(k),	403(b),	or	
governmental	457(b)	plan	

• ABLE	account	contributions	made	by	the	ABLE	
beneficiary	would	be	eligible	for	the	saver	credit	

ABLE	Account	Changes
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• The	ABLE	account	beneficiary,	or	a	person	acting	on	
their	behalf,	would	be	responsible	for	ensuring	
compliance	with	the	additional	contribution	limit

• This	provision	is	effective	for	2018‐2025

ABLE	Account	Changes

• For	distributions	after	the	date	of	enactment,	amounts	
from	qualified	tuition	programs	(§ 529	accounts)	are	
allowed	to	be	rolled	over	to	an	ABLE	account	without	
penalty,	provided	that	the	ABLE	account	is	owned	by	the	
designated	beneficiary of	that	529	account,	or	a	member	
of	designated	beneficiary's	family

• Such	rolled‐over	amounts	are	counted	towards	the	
overall	limitation	on	amounts	that	can	be	contributed	to	
an	ABLE	account	within	a	tax	year,	and	any	amount	
rolled	over	in	excess	of	this	limitation	is	includible	in	the	
gross	income	of	the	distributee

ABLE	Accounts	and	§529	Plans
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• Under	current	law,	a	Traditional	IRA		contribution	can	
be	recharacterized	as	a	Roth	IRA	contribution	for	the	
same	tax	year	if	done	by	the	following	October	15		(six‐
months	following	the	IRA	owner’s	April	15	tax	filing	
deadline)

• The	reverse—recharacterizing	a	Roth	IRA	contribution	
to	Traditional	IRA—can	also	be	done

• IRA	owners	can	also	recharacterize	the	conversion	of	
Traditional	IRA	assets	to	a	Roth	IRA	

• The	new	law	eliminates	the	ability	to	do	certain	types	of	
recharacterizations	

Repeal	of	Special	Rule	Permitting	
Recharacterization	of	IRA	Contributions

• What	is	a	recharacterization	of	a	contribution	to	a	
traditional	or	Roth	IRA?

• A	recharacterization	allows	the	client	to	treat	a	
regular	contribution	made	to	a	Roth	IRA	or	to	a	
traditional	IRA	as	having	been	made	to	the	other	type	
of	IRA

• A	regular	contribution	is	the	annual	contribution	the	
client	is	allowed	to	make	to	a	traditional	or	Roth	IRA	
up	to	$5,500	for	2018,	$6,500	if	they	are		age	50	or	
older	

• It	does	not	include	a	conversion	or	any	other	rollover

IRS	Has	Provides	Additional	
Guidance
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• How	do	I	recharacterize	a	regular	IRA	contribution?

• To	recharacterize	a	regular	IRA	contribution,	inform	the	
trustee	of	the	financial	institution	holding	the	IRA	to	
transfer	the	amount	of	the	contribution	plus	earnings	to	
a	different	type	of	IRA	(either	a	Roth	or	traditional)	in	a	
trustee‐to‐trustee	transfer	or	to	a	different	type	of	IRA	
with	the	same	trustee

• If	this	is	done	by	the	due	date	for	filing	the	tax	return	
(including	extensions),	the	client	can	treat	the	
contribution	as	made	to	the	second	IRA	for	that	year	
(effectively	ignoring	the	contribution	to	the	first	IRA)

IRS	Has	Provides	Additional	
Guidance

• Can	I	recharacterize	a	rollover	or	conversion	to	
a	Roth	IRA?
• Effective	January	1,	2018,	pursuant	to	the	Tax	
Cuts	and	Jobs	Act	(Pub.	L.	No.	115‐97),	a	
conversion	from	a	traditional	IRA,	SEP	or	
SIMPLE	to	a	Roth	IRA	cannot	be	
recharacterized

• The	new	law	also	prohibits	recharacterizing	
amounts	rolled	over	to	a	Roth	IRA	from	other	
retirement	plans,	such	as	401(k)	or	403(b)	
plans

IRS	Has	Provides	Additional	
Guidance
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• How	does	the	effective	date	apply	to	a	Roth	IRA	
conversion	made	in	2017?

• A	Roth	IRA	conversion	made	in	2017	may	be	
recharacterized	as	a	contribution	to	a	traditional	
IRA	if	the	recharacterization	is	made	by	October	
15,	2018

• A	Roth	IRA	conversion	made	on	or	after	January	
1,	2018,	cannot	be	recharacterized

IRS	Has	Provides	Additional	
Guidance

• Effective	for	2018	the	reconversion	rules	cannot	be	
used	to	unwind	a	Roth	conversion

142

Summary
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• Generally,	when	the	client	owes	a	debt	and	that	
entity	forgives	that	debt,	the	amount	of	the	forgiven	
debt	counts	as	taxable	income

• New	law	in	the	event	of	death	or	total	and	
permanent	disability	discharge	of	student	loan	debt	
will	no	longer	be	taxable

• This	provision	expires	after	2025

• Reporting	requirements	– unknown	how	this	will	be	
handled

Taxability	of	Discharged	
Student	Loan	Debt

• Effective	for	tax	years	beginning	after	Dec.	31,	2017,	
the	Act	expands	the	due	diligence	requirements	for	
paid	preparers	to	cover	determining	eligibility	for	a	
taxpayer	to	file	as	head	of	household

• A	penalty	of	$500	(adjusted	for	inflation)	is	imposed	
for	each	failure	to	meet	these	requirements

• 2018	penalty	$510.00

Due	Diligence	Requirements	for	Claiming	
Head	of	Household	Enacted
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145

Form	886‐H‐HOH

• The	Tax	Cuts	and	Jobs	Act	also	temporarily	makes	
the	Sinai	Peninsula	of	Egypt	a	qualified	hazardous	
duty	area

• Treat	this	hazardous	duty	area	as	a	combat	zone	for	
the	exclusion	from	income	of	certain	combat	pay	
and	exclusion	from	wages	

• For	purposes	of	withholding,	this	change	generally	
applies	to	remuneration	paid	during	the	period	
December	22,	2017	through	December	31,	2017,	
and	taxable	years	2018	through	2025

146

Combat	Pay	of 	Members	of 	the	Armed	Forces	
Performing	Services	in	the	Sinai 	Peninsula	of 	
Egypt	
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• Service	members	who	previously	paid	tax	on	this	income	may	
be	due	a	refund

• They	may	file	an	amended	tax	return,	Form	1040X,	if	they	
already	filed	a	tax	return	for	tax	years	2015,	2016	and	2017	

• Combat	pay	received	on	or	after	Jan.	1,	2018,	will	be	correctly	
reported	on	any	W‐2	forms	issued	to	any	service	member	who	
serves	in	the	Sinai	Peninsula

• Service	members	who	served	in	the	Sinai	Peninsula	in	2015,	
2016,	or	2017	can	provide	documentation	of	their	service	to	
their	finance	officer	and	ask	for	a	Form	W‐2c,	Corrected	Wage	
and	Tax	Statement

147

Combat	Pay	of 	Members	of 	the	Armed	
Forces	Performing	Services	in	the	Sinai 	
Peninsula	of 	Egypt	

• However,	an	eligible	service	member	who	is	unable	to	secure	a	
corrected	Form	W‐2c	may	still	claim	the	combat	pay	exclusion	
by	attaching	to	their	Form	1040X	copies	of	official	documents	
showing	they	served	or	worked	in	the	Sinai	Peninsula

• These	documents	should	indicate	the	area,	theater	or	military	
operation	and	the	approximate	entry	date.	Acceptable	
documents	include	military	orders,	letters	of	authorization	
(civilians),	hospital	discharge	papers,	discharge	from	active	
duty,	official	letterhead	memorandum	from	a	military	
department	or	civilian	employer,	or	a	request	and	
authorization	for	temporary	duty	travel	of	Department	of	
Defense	personnel	(civilians	and	military) 148

Combat	Pay	of 	Members	of 	the	Armed	
Forces	Performing	Services	in	the	Sinai 	
Peninsula	of 	Egypt	
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• Amended	returns	can	only	be	filed	on	paper	
(electronic	filing	is	not	available)	and	can	take	up	to	
16	weeks	to	process

• Within	about	three	weeks	after	mailing	an	amended	
return,	taxpayers	can	track	the	status	online	using	
Where’s	My	Amended	Return?

149

Combat	Pay	of 	Members	of 	the	Armed	
Forces	Performing	Services	in	the	Sinai 	
Peninsula	of 	Egypt	

• Student	loan	interest	is	still	an	adjustment	to	income	with	the	
maximum	of	$2,500

• Employer	Adoption	Assistance	Programs	remain	intact

• Dependent	Care	Accounts	remain	intact

• Tuition	waivers	– remain	intact	‐ Employees	of	educational	
institutions	who	receive	reduced	tuition	— or	a	waiver	— for	
themselves,	spouses	or	dependents	are	generally	not	taxed	on	
that	income

• Employer	paid	tuition		‐ is	not	taxable	income	for	as	long	as	it	
meets	certain	conditions	and	amounts	to	no	more	than	$5,250	
a	year

What	Did	Not	Change



7/18/2018

76

• Teachers	can	still	take	a		$250	deduction	for	money	they	
spend	on	certain	job‐related	and	classroom	expenses

• The	401(K)	tax	break	survived	intact

• Electric	car	buyers	tax	credit	of	up	to	$7,500	survived

• Archer	Medical	Savings	Accounts	remain	unchanged

• User	fee	calculation	requirements	for	installment	
agreements	remain	unchanged

What	Did	Not	Change

• Exclusion	from	gross	income	of	certain	amounts	
received	by	wrongly	incarcerated	individuals	
remains	unchanged

• American	Opportunity	Credit	and	Lifetime	Learning	
Credit	remains	unchanged

• Credit	for	the	Elderly	is	retained

152

What	Did	Not	Change
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Additional Form Changes Thus Far

153

Form 8948 ‐ Preparer Explanation for Not 
Filing Electronically

• The tax year of the tax return associated with Form 
8948 must be entered

• The name and preparer tax identification number 
(PTIN) of the preparer must also be entered on the 
form

154
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Proposed	Regulations	– All	Information	Returns	Count	
Towards	250	– e‐file	Threshold	– §§ 301.6011‐2, 301.6721‐1

• This document contains proposed regulations amending the 
rules for determining whether information returns must be filed 
using magnetic media (electronically)

• The proposed regulations would require that all information 
returns, regardless of type, be taken into account to determine 
whether a person meets the 250‐ return threshold and, 
therefore, must file the information returns electronically

• The proposed regulations also would require any person 
required to file information returns electronically to file 
corrected information returns electronically, regardless of the 
number of corrected information returns being filed

• The proposed regulations will affect persons required to file 
information returns  155

• According	to	a	Feb.	8,	2018,	IRS	Chief	Counsel	Technical	
Assistance	memo,	the	IRS	is	now	considering	automating	FTA	
for	all	taxpayers

• The	memo	states	that	1.35	million	additional	taxpayers	would	
receive	FTA	under	the	new	IRS	proposal	to	automatically	
abate	penalties	when	a	taxpayer	meets	FTA	rules

• If	tax	pros	are	contacting	the	IRS,	especially	by	phone,	to	ask	
for	reasonable	cause	relief,	make	sure	the	IRS	has	correctly	
classified	the	relief	as	due	to	reasonable	cause—not	FTA

156

Penalty	Changes	FTA
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• PPS:	866‐860‐4259

• Please	look	at	the	top	right	hand	corner	of	the	Notice's	
front	page

• If	the	phone	number	is	(800)	829‐8310	Press	or	say	1

• If	the	phone	number	is	(800)	829‐3009	Press	or	say	2

• If	the	phone	number	is	(877)	571‐4712	press	or	say	3

157

Automated	Under	Reporter	Notice, 	AUR, 	That 	
Your	Client 	Received, 	Press	or	Say	5

Dependent Changes

158
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Proposed Regulations
• An individual is not a qualifying child of a person if that 

person is not required to file an income tax return, and 
either does not file an income tax return or files an income 
tax return solely to claim a refund of estimated or withheld 
taxes

• A taxpayer may treat a home’s fair market rental value as a 
cost of maintaining a household (instead of the sum of 
payments for mortgage interest, property taxes, and 
insurance)

• The annual cost of maintaining a household when a 
qualifying child or dependent resides in the household for 
less than the entire taxable year, in certain circumstances, 
may be prorated on a monthly basis 159

Proration of Costs

• In determining whether a taxpayer pays more than one‐
half of the cost of maintaining a household that is the 
principal place of abode of a qualifying child or dependent 
for less than a taxable year, the cost for the entire taxable 
year is prorated on the basis of the number of calendar 
months the qualifying child or dependent resides in the 
household

• A period of less than a calendar month is treated as a full 
calendar month  

160
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Example

• The cost of maintaining a household for a taxable year is 
$30,000, and a taxpayer shares a principal place of abode with 
a qualifying child or dependent from May 20 to December 31, 
the taxpayer must furnish more than $10,000 (8/12 of $30,000 
× 50 percent) in maintaining the household from May 1 to 
December 31 to satisfy the requirements

• If a new household is established during the taxpayer’s taxable 
year (for example, if spouses separate and one moves out of 
the family home with the child), the cost of maintaining the 
new household for the year is the cost of maintaining that 
household beginning with the date the new household is 
established

161

New Household
• If one spouse and the child remain in the family 

home and the other parent moves out of the home, 
the cost of maintaining the household for the year is 
the cost of maintaining the household beginning 
with the date the other spouse moves out

162
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Proposed Regulations

• The proposed regulations also, in certain circumstances, 
recognize the creation of a new household during a year and 
treat shared living quarters as separate households

• If an individual meets the definition of a qualifying child for 
more than one taxpayer and the individual is not treated as the 
qualifying child of one of those taxpayers under the tiebreaker 
rules, then the individual will not prevent that taxpayer from 
claiming the childless EIC if he or she meets the other 
requirements of that section

• We reference this earlier

163

Shared Households

• If two or more taxpayers not filing a joint return reside in the 
same living quarters, each taxpayer may be treated as 
maintaining a separate household if each provides more than 
one‐half of the cost of maintaining the separate household

• For this purpose, two households in the same living quarters 
are not considered separate households if any individual in one 
household is the spouse of any individual in the other 
household, or if any individual in one household may claim, or 
would have priority under the tiebreaker rules in § 152(c)(4) to 
claim, any individual in the other household as a dependent 

• This does not mean there is an automatic Head of Household 
status for each taxpayer

164
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Example 1

• Two sisters and their respective children reside in the same 
living quarters

• Neither sister may claim the other sister as a dependent

• Each sister pays more than one‐half of the expenses for 
herself and her children, and each sister claims each of her 
own children as a dependent

• Because neither sister may claim the other sister as a 
dependent, and because neither sister would have priority 
to claim any of the other sister’s children as a qualifying 
child under the tiebreaker rules of § 152(c)(4), each sister is 
treated as maintaining a separate household

165

Example 2

• Adam and Betsy, an unmarried couple, have two children 
together (Mark and Eddy) and all four individuals live in the 
same living quarters for the entire tax year

• Both Adam and Betsy contribute to paying the expenses of 
the couple and the two children

• Adam has higher adjusted gross income than Betsy

• Each parent files a tax return

• Under the tiebreaker rules in § 152(c)(4), the parent with 
the higher adjusted gross income (in this case, Adam) 
would have priority to claim each child as a qualifying child 
if both claimed the child 166
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Example 2 – cont’d

• As a result, Betsy may not be treated as maintaining a 
separate household with either child or both children 

• Therefore, if Betsy may be claimed as Adam’s dependent, 
then all four individuals are members of the same 
household

• However, if Betsy may not be claimed as Adam’s 
dependent, Betsy may be treated as maintaining a 
separate household consisting solely of Betsy, even if B 
claims one of the children as a dependent on her return

167

Example 3 

• The facts are the same as in Example 2 except that Adam 
and Betsy do not have any children together

• Mark is the child of Adam

• Eddy is the child of Betsy

• Neither Adam or Betsy may claim the other as a 
dependent, and each parent pays more than one‐half of 
the expenses for himself or herself and his or her child

• Because neither Adam or Betsy may claim the other 
adult or the other adult’s child as a dependent, each 
adult is treated as maintaining a separate household 

168
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Example 4 

• Grandparent, Parent, and Child live together and Child meets 
the definition of a qualifying child for both Parent and 
Grandparent

• Both Parent and Grandparent pay their respective expenses, 
and both contribute to paying Child’s expenses

• Neither Parent nor Grandparent may claim the other as a 
dependent 

• Under the tiebreaker rules of § 152(c)(4), Parent would have 
priority over Grandparent to claim Child as a qualifying child

• Therefore, Grandparent may not be treated as maintaining a 
household for Grandparent and Child separate from the 
household of Parent

Example 4 cont’d 

• However, a Parent may be treated as maintaining a 
household for Parent and Child separate from the 
household of Grandparent 

170
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Proposed Regulations

• Governmental payments (such as TANF) made to a 
recipient that is used, in part, to support others are 
treated as support of the others provided by the 
recipient, whereas any part of such a payment used for 
the support of the recipient would constitute support 
of the recipient by a third party

• For example, if a mother receives TANF and uses the 
TANF payments to support her children, the 
proposed regulations treat the mother as having 
provided that support

171

Proposed Regulations

• A nonpermanent failure to occupy a home by reason of 
illness, education, business, vacation, military service, 
institutionalized care for a child who is permanently 
and totally disabled, or incarceration may be treated as 
a temporary absence due to special circumstances

• This definition of temporary absence applies to the 
residency test for a qualifying child, to the relationship 
test for a qualifying relative who does not have a listed 
relationship to the taxpayer, and to the requirements 
to maintain a household for surviving spouse and Head 
of Household

172
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Proposed Regulations
• The qualifying child of a Qualifying Widow(er) is a child, 

stepchild, or adopted child who qualifies as the taxpayer’s 
dependent for the year or would qualify as the taxpayer’s 
dependent except that he or she does not meet the gross 
income test, or does not meet the joint return test, or except 
that the taxpayer may be claimed as a dependent by another 
taxpayer

• A taxpayer other than the adopting “individual” may be 
eligible to claim an exemption for an adopted child

• For example, the parent of the adopting parent may claim a 
dependency exemption for the legally adopted child of the taxpayer’s 
son or daughter (just as biological grandparents may claim an 
exemption for a grandchild) if all other requirements are met

173

Proposed Regulations
• An authorized placement agency also may be an Indian Tribal 

Government (ITG), or an agency or organization authorized by, 
or a political subdivision of, an ITG that places children in foster 
care or for adoption

174
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It Only Takes a Postcard and A FEW 
Schedules 

175

Filing Status

• Moved to the very top of the form

176
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It Only Takes a Postcard and A FEW 
Schedules 

177

Dependents

• In addition to the checkbox reflecting whether a 
dependent qualifies for the child tax credit, a second 
checkbox has been added for a taxpayer to reflect 
whether a dependent qualifies for the new "credit for 
other dependents"

178
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Dependents

179

Foreign Address and Third Party Designee

• Eliminates the area where a taxpayer with a foreign 
address would specify the foreign country name, 
province, and postal code

• We now have a new Schedule 6, "Foreign Address 
information

• In addition, the Third Party Designee," information will 
be provide on Schedule 6 as well

• This could be easily missed and would require 
Schedule 6 to be filed regardless of a the foreign 
address issue 

180
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It Only Takes a Postcard and A FEW 
Schedules 

181

The Spouse

• New area to designate:

• Someone else can claim the spouse as a dependent

• The spouse was born before January 2, 1054

• The spouse is blind

• The spouse itemizes on a separate return

• The taxpayer is a dual‐status alien

182
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It Only Takes a Postcard and A FEW 
Schedules 

183

Spouses Standard Deduction

184
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It Only Takes a Postcard and A FEW 
Schedules 
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It Only Takes a Postcard and A FEW 
Schedules 
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It Only Takes a Postcard and A FEW 
Schedules 
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Notes

• In addition to the checkbox reflecting whether a 
dependent qualifies for the child tax credit, a second 
checkbox has been added for a taxpayer to reflect 
whether a dependent qualifies for the new "credit for 
other dependents"

• Adjusted gross income. The 2018 draft Form 1040 
contains fewer entries than the 2017 Form 1040 for 
types of income received by the taxpayer. The omitted 
items were moved to new Schedule 1, "Additional 
Income and Adjustments to Income."
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Questions
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Tax Cuts & Jobs Act Resources

• https://www.calt.iastate.edu/tax‐cuts‐jobs‐act‐resources

193

UP Coming Webinars

• July 23 ‐ A Look at Iowa's Tax Law Changes

• July 24, 2018 ‐ Retirement Plans 102 ‐What Qualifies a Retirement Plan for 
Tax Favored Status?

• July 26 ‐ Ethics Webinars ‐ Part 1 Disciplinary Proceedings

• July 26 ‐ Ethics Webinars ‐ Part 2 Duties and Restrictions in Practicing before 
the IRS

• July 31 ‐ Retirement Plans 103 ‐ Retirement Plan Distributions and the IRS Fix‐
it Program

• August 1 ‐ The Tax Cuts and Jobs Act of 2017 – Employer Provisions

• August 2 ‐ Form 4797

• August 8 ‐ Tax Cuts and Jobs Act for the Agricultural Producer and Small 
Business 
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Up Coming Scoops
Held at 8:00 am and 12:00 pm Central time

• July 25, 2018

• August 15, 2018

• August 29, 2018

• September 12, 2018

• October 10, 2018

• October 24, 2018

• November 14, 2018

• December 12, 2018

195

TAS Problem Solving Day

196

What: Taxpayer Advocate Service Problem Solving Day
Where: Des Moines Taxpayer Advocate Service Office, 210 
Walnut Street, Room 483, Des Moines, IA
When:   Wednesday, August 1, 2018, 9:00am - 2:00pm
When:   Wednesday, September 5, 2018, 9:00am - 2:00pm
To make an appointment with your case call: 515-564-6888
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The CALT Staff

Kristine A. Tidgren

Director for the Center for Agricultural Law and Taxation

Iowa State University

211 Curtiss Hall

513 Farm House Lane

Ames, IA 50011

E‐mail: ktidgren@iastate.edu

Phone: (515) 294‐6365

Fax: (515) 294‐0700

Micki Nelson – New Program 
Administrator

• (515) 294‐5217

• micki@iastate.edu
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The CALT Staff

Kristy S. Maitre

Tax Specialist

E‐mail: ksmaitre@iastate.edu

Phone: (515) 296‐3810

Fax: (515) 294‐0700

Additional Information Concerning 
Levy Changes

200
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• Individuals	and	businesses	have	additional	time	to	file	an	
administrative	claim	or	to	bring	a	civil	action	for	wrongful	
levy	or	seizure,	according	to	the	Internal	Revenue	Service

• An	IRS	levy	permits	the	legal	seizure	and	sale	of	property	
including	wages,	money	in	bank	or	other	financial	
accounts,	vehicles,	real	estate	and	other	personal	assets	to	
satisfy	a	tax	debt

• The	Tax	Cuts	and	Jobs	Act	of	2017,	the	tax	reform	law	
enacted	in	December,	extended	the	time	limit	for	filing	an	
administrative	claim	and	for	bringing	a	suit	for	wrongful	
levy	from	nine	months	to	two	years

201

New	Law	Gives 	 Indiv iduals 	and	Businesses 	More 	
Time	to 	Chal lenge 	a 	Wrongful 	 IRS 	 levy; 	Newly‐
Revised 	Publ icat ion 	Can	Assist

• If	an	administrative	claim	for	return	of	the	property	is	
made	within	the	two‐year	period,	the	two‐year	period	
for	bringing	suit	is	extended	for	12	months	from	the	
date	of	filing	of	the	claim	or	for	six	months	from	the	
disallowance	of	the	claim,	whichever	is	shorter

• The	change	in	law	applies	to	levies	made	after	Dec.	22,	
2017,	and	on	or	before	that	date,	if	the	previous	nine‐
month	period	hadn’t	yet	expired

• The	timeframes	apply	when	the	IRS	has	already	sold	
the	property	it	levied
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• As	under	prior	law,	there	is	no	time	limit	for	the	
administrative	claim	if	the	IRS	still	has	the	property	it	
levied

• Also,	as	under	prior	law,	taxpayers	may	not	file	a	
wrongful	levy	claim	or	bring	a	wrongful	levy	suit	as	the	
law	only	applies	to	those	other	than	the	taxpayer

• Usually,	wrongful	levy	claims	involve	situations	where	
an	individual	or	business	believes	that	either	the	
property	belongs	to	them,	or	they	have	a	superior	claim	
to	the	property	that	the	IRS	is	not	recognizing
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• Anyone	who	receives	an	IRS	bill	titled,	Final	Notice	of	
Intent	to	Levy	and	Notice	of	Your	Right	to	A	Hearing,	
should	immediately	contact	the	IRS

• By	doing	so,	a	taxpayer	may	be	able	to	make	arrangements	
to	pay	the	liability,	instead	of	having	the	IRS	proceed	with	
the	levy

• It’s	also	important	that	those	who	receive	a	levy	for	their	
employees,	vendors,	customers	or	other	third	parties	
comply	with	the	levy

• Failure	to	do	so	may	subject	the	party	receiving	the	levy	to	
personal	liability
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• To	file	an	administrative	wrongful	levy	claim,	send	a	letter	
to	the	IRS	Advisory	Group	for	the	area	where	the	levy	was	
made

• For	a	list	of	Advisory	Group	offices,	see	Publication	4235,	
Collection	Advisory	Group	Numbers	and	Addresses,	
available	on	IRS.gov

• For	more	information	on	wrongful	levy	claims,	including	
details	on	what	information	to	include	in	the	letter,	see	
newly‐revised	Publication	4528,	Making	an	Administrative	
Wrongful	Levy	Claim	Under	Internal	Revenue	Code	Section	
6343(b),	also	available	on	IRS.gov						
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• If,	following	a	claim,	the	IRS	determines	it	has	wrongfully	
levied	property,	it	will	return	one	of	the	following:

• •	the	property,

• •	an	amount	of	money	equal	to	the	amount	of	money	levied	
upon,	or

• •	an	amount	of	money	equal	to	the	money	received	from	the	
sale	of	the	property.

• Anyone	whose	wrongful	levy	claim	is	denied	by	the	IRS	has	
the	right	to	appeal	through	the	agency’s	Collection	Appeals	
Program
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