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Tax Tips

2018 TAX LAW CHANGES!
The first major American tax overhaul since 1986 has arrived. What does it mean
to you and how does it affect your planning for retirement? While this is a highly
complex and voluminous law, there are seven important elements you need to
know.
As you begin to digest these important tax law changes, you should consider
consulting with your tax advisor and retirement advisor to take advantage
of planning opportunities that could affect your overall retirement plan. It is
more important now than ever to have your tax preparer collaborate with your
retirement advisor to ensure you are taking full advantage of the new law. We
will continue to dig into the new law to learn the impact on your personal and
business taxes in the months to come.
This information is not intended to be a substitute for specific individualized tax advice.
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Standard Deduction
The standard deduction (the dollar amount that
non-itemizers may subtract from their income before
income tax is applied) has almost doubled and the
amount depends on your tax filing status.

Personal Exemption
The personal exemption (the dollar amount that each
individual taxpayer is able to deduct for him or herself
and child in the U.S. who must file a tax return) has
been eliminated.

Top Income Tax Rate
A new 37% top rate will affect individuals with
income of $500,000 and higher or $600,000 for
married taxpayers filing jointly.
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Estate Tax
The estate tax exemption doubles to $11.2 million per
individual and $22.4 million per couple.

Child Tax Credit
The child tax credit has been raised to $2,000 per
qualifying child who is under the age of 17. A $500
credit is available for dependents who do not get the
$2,000 credit.

Mortgage Interest
The deduction for interest is capped at $750,00 for
mortgage loan balances taken out after December
15th, 2017. The limit is still $1 million for mortgage s
that were established prior to December 15, 2017.

State and Local Taxes
The itemized deduction is limited to $10,000 for both
state income and property taxes paid during the
calendar year.
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CURRENT U.S. TAX CONDITIONS
The federal tax system has recent introductions and reforms
that could possibly create unfavorable outcomes or economic
efficiencies, depending on which side you look at it from. Here is a
run down of the latest new tax bills, initiatives and actions that you
need to know about.

2017: Notable Issues And Actions
Q1 / FEBRUARY 3, 2017: The Retirement Security for American Workers Act
was introduced, calling for the IRC and ERISA to modify the qualification
requirements for certain multiple employer retirement plans (MEPs). Under this
bill, a MEP may not be disqualified or lose its tax-favored status as a result of one
or two participating employers failing to take actions required with respect to the
plan.
Q1 / FEBRUARY 15, 2017: The American Savings Account Act of 2017 was
introduced, requesting the IRC to establish a new retirement option for all
employees and self-employed individuals. It is designed to operate in a manner
similar to the Thrift Savings Plan, which is available to federal employees, with an
American Savings Account Board of Directors formed to establish policies.
Q2 / MAY 17, 2017: President Trump signed legislation revoking the Department
of Labor’s auto-IRA safe harbor rule, making it harder for states to adopt staterun retirement plans. The House of Representatives and Senate previously voted
to nullify the rule. California will move forward despite the loss of the ERISA safe
harbor.
Q2 / JUNE 8, 2017: The House of Representatives passed the Financial Choice Act,
which is designed to replace the Dodd-Frank Act and block the DOL fiduciary rule.
Q2 / JUNE 9, 2017: The DOL Fiduciary rule officially took effect and full
implementation is expected to occur by July 1, 2019.
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Q2 / JUNE 30, 2017: Connecticut’s governor, Dannell Malloy, signed House Bill
7161 to improve 403(b) plan fee transparency. This bill, set to be implemented
in 2019, requires all providers to disclose to state and municipal workers the fee
ratio and net return for all plan investment funds.
Q3 / JULY 1, 2017: Oregon, launched its pilot program of “OregonSaves,” is the
first state to begin a state-based IRA program. Oregon employees who do
not have access to an employer-based retirement plan are eligible to join the
program.
Q4 / OCTOBER 19, 2017: The Internal Revenue Service (IRS) announced higher
contribution limits for 2018. Workers will be able to contribute $500 more (up
from $18,000) to their 401(k) plans.
Q4 / NOVEMBER 2, 2017: House Republicans released a tax overhaul bill. The
Tax Cuts and Jobs Act left pretax contribution limits to 401(k) retirement plans
alone in the current version.

2018 Regulatory Initiatives
The US tax bill in 2018: If it is passed, MEPs are likely to expand
dramatically. The bill acknowledges that adopters within a 413(c)
multiple employer plan are not to be separated out with individual filing
responsibilities and treated as separate plans. The current requirement
for Open MEPs requiring plan audits and an individual ERISA Bond will
disappear, which will reduce the annual plan audit fees by 90% or more.
States driving momentum towards better 403(b) disclosures. In August
2017, the deputy Republican leader of the Democrat-controlled
Assembly filed a bill that would require 403(b) disclosures in New Jersey,
following Connecticut’s suit.

You can contact us at 415-898-4439 or by e-mail to info@valleyoakwm.com
Tim Russell is a registered Principal with and securities offered through LPL Financial, member FINRA/SIPC.

6

The Senate Committee on Health, Education, Labor and Pensions is still in the
process of hiring an EBSA head to oversee DC regulations. There are currently 11
projects within DOL that this new appointee will have to administer.

QuickFacts
Eight states — Oregon, Illinois, Maryland, Connecticut, Massachusetts, New Jersey,
California and Washington — are moving forward with state-run retirement
programs despite opposition from the White House. They have passed or
are in the process of passing legislation to create state-run plans for privatesector employees who do not have a savings program at work. This will require
employers to offer either a private sector or state-auto IRA workplace plan.
Another 30 states are considering the same.
Employees are possibly missing out on thousands of dollars in matching
contributions. Over the past year, employees contributed a record average of
$5,860 to their 401(k) plans; yet, about 21% are still not taking full advantage of
their employers’ matching contributions.
New Congressional Budget Office report dissects the current methods used
for measuring the adequacy of retirement income and provides a framework
for further analysis. The report questions whether the retirement replacement
measure should be based on meeting your basic expenses in retirement, or if it
should be based on maintaining your pre-retirement standard of living.
Source: MS DC View: Year in Review 2017, Kristen E. Colvin and Peter A. Delaney
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