
KATIE NUSS 791-6686

200 Skeena Court, Roseville CA 95747

taxlady@surewest.net

FAX 916-676-1716

Welcome 2018! Website:   katiethetaxlady.com
2018 is bringing us lots of new legislation and tax law changes.  Most of this letter will outline what affects

the masses.  Please keep in mind these are highlights, more to come as info becomes available.  Opening

day for E-file is 1/22/18 and the filing deadline is Tuesday 4/17/18 this year. Organizers & Directions are
available to you on my website.  I want to remind everyone my office line is an actual land-line telephone, 

not a cell phone.  Do not send me texts as I won't get them.   Payment is expected at the time of service, 

please come prepared to leave some form of payment.  I do accept post-dated checks or credit/debit card

slips, and I would appreciate handling this transaction when you are here.  If you send your return via email

or mail, I include your invoice with signing documents, please return payment with your signatures.

I have a few small changes to office hours, M-W 9-9, Th-Fri 9-6, Saturday's 8-6, Sunday's 10-6.

I encourage everyone to file on time this April as I will be out for shoulder replacement surgery in May/June.  

My assistants are here to schedule your appt. and answer basic questions, or get a message to me.  

You may fax, email, or drop off your documents at any time in the locked, black drop box on my porch.  

If all required documents are provided by you, most returns will be mailed out the following business day.

Please be respectful of my other appointments and arrive no more than 5 minutes early or late for your 

scheduled time.  As always, I look forward to our meeting this year and truly appreciate your business. 

TAX REFORM: The first significant change to our tax code since 1986

Most of these changes begin 1/1/18, some are 1/1/19, I will try to notate those.

CHANGES TO BOTH INDIVIDUAL AND CORPORATE TAX RATES:

Today's rates are 10%, 15%, 25%, 28%, 33%, 35% and 39.6%.

New Rates are:

-- 10% (income up to $9,525 for individuals; up to $19,050 for married couples filing jointly) 

-- 12% (over $9,525 to $38,700; over $19,050 to $77,400 for couples) 

-- 22% (over $38,700 to $82,500; over $77,400 to $165,000 for couples) 

-- 24% (over $82,500 to $157,500; over $165,000 to $315,000 for couples) 

-- 32% (over $157,500 to $200,000; over $315,000 to $400,000 for couples) 

-- 35% (over $200,000 to $500,000; over $400,000 to $600,000 for couples) 

-- 37% (over $500,000; over $600,000 for couples)

Corporate & Small Business changes

Corporate tax rate goes from 35% to 21%.  Pass through filers and sole-proprietors will receive a 20% reduction

of their business income.  (Ie if a Sole-Proprietor earns $200k, he would get a reduction of $40k on Sched C and pay

tax on $160k.)  This is one example I found, the details on how this will play out is not available at time of this draft.

The standard deduction has essentially been doubled

For single filers, the standard deduction has increased from $6,350 to $12,000; 

for married couples filing jointly, it's increased from $12,700 to $24,000.

Personal exemptions are gone

Beginning 1/1/18 we can no longer claim $4050 personal exemption for each person claimed

on our tax return.  Some of this loss is absorbed in the higher standard deduction amounts.

The state and local tax deduction now has a cap

Prior to 1/1/18 we were able to deduct an unlimited amount for state and local property taxes paid, plus

income or sales tax.  The new law puts a $10,000 cap on this deduction.  The property taxes discussed in this cap

are NOT property taxes paid on RENTAL HOMES, those are still deducted against rental income on Schedule E.  
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Mortgage Interest Deduction has Been Lowered

Currently we can deduct interest up to $1 mil. For mortgage notes, that amount is reduced to $750k for mortgages

that begin after 1/1/18; current homeowners are not affected by the lower cap unless they refinance.

The child tax credit has been expanded

The child tax credit will be $2000 for children under 17 beginning 1/1/18.  The threshold where this credit phases out

has been significantly increased to $200k single filers: $400k joint filers. 

The Tax Deduction for alimony payments has been eliminated

This affects divorces carried out after December 31, 2018. This new rule doesn't affect anyone already paying alimony.

New Tax Credit for Non-Child Dependents:

This is a great new addition.  You now can take a credit of $500 for people you support such as elderly parents 

or children over age 17, or adult children with disabilities. 

Penalty for not having healthcare in effect until 1/1/19

The penalty for not having health coverage in 2017 is $695 per adult and $347.50 per child, or 2.5% of one's household 

income, whichever is greater. 

Income Limit Raised for those who Pay AMT

The Alternative Minimum tax is a parallel tax system that removes some tax deductions from high wage earners 

and recalculates an additional tax without them.  The earning limits have been increased to $70,300 for single

filers and $109,400 for joint filers; that is increased from today's $54,300 Single and $84,500 Married filers. 

CREDITS AND DEDUCTIONS THAT MADE THE CUT TO STICK AROUND:

You can still deduct student loan interest up to $2500 paid per year

You can still deduct medical expenses, as of 1/1/18 going back to 7.5% of your income limit.

Teachers can still deduct classroom supplies up to $250 per year

The electric car tax credit of $7500 is still available for some plug-in manufacturers

Home sellers who turn a profit keep their $250k/$500k capital gain exclusion!

DEDUTIONS THAT DIDN'T MAKE THE CUT FOR 2018

Interest on Home Equity loans will no longer be deductible as of 1/1/18, this is not grandfathered in like a mortgage

Moving expenses for work related purposes are no longer deductible.

Job expenses such as licensing, regulatory fees and continuing education will no longer be itemized deductions.

Subsidized Parking and Transit will no longer be a pre-tax reimbursement from your employer
MILEAGE RATES FOR 2017

CHARITABLE MILES $0.14 CENTS PER MILE

MEDICAL MILES $.17 CENTS PER MILE

BUSINESS MILES $.53  CENTS PER MILE
AUDIT REPRESENTATION POLICY

We have discussed the past few years that the IRS has 3 years from the close of a tax year to call you in to show

documentation to substantiate deductions on your return.  Efile returns have less than 1% chance of being pulled, 

however, should you get a notice you need to be prepared.  The most important thing to have is good records, 

especially if you are self-employed.  You should be storing your tax records for 3-7 years depending on what type

of return you filed each year.  My audit representation policy remains the same as the past several years and most of

you have signed an annual disclaimer that you will maintain proper documents and provide them to me in an organized

fashion.  If necessary, I will review and attend your audit.  If it takes me less than two hours to prepare, there

won't be a fee for me to attend your audit.  Documents or issues arise that you did not initially disclose to me that 
require return visits to the auditor will be billed separately at $50/hr.  The IRS is particularly looking at small businesses

taking huge losses, taxpayers with more mortgage interest deductions than income, and Schedule E Rental Property

deductions have been pulled this year for those with multiple properties. What I have seen over the years is that 

the IRS is banking on taxpayers not having kept the proper documentation to support their deductions.  This turns into

revenue for them and a huge headache for you.  Do yourself a favor and organize a complete set of documents each 

year.  This includes bank statements and receipts for business and rental expenses.  If you have receipts known to fade

from Costco or Home Depot, tape them on a piece of paper and make a photo copy while they are legible then attach

the original receipts to the copied set.  This is a great way to ensure you can keep more of what is yours!
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