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Federal income tax brackets and rates for 2019 (estimated) are shown below.
Indexing has increased the income brackets by roughly 2% across the board.

Tax Bracket / Filing
Status

Single Married Filing Jointly or Qualifying
Widow

Married Filing
Separately

Head of
Household

10% $0 to $9,700 $0 to $19,400 $0 to $9,700 $0 to $13,850

12% $9,701 to $39,475 $19,401 to $78,950 $9,701 to $39,475 $13,851 to
$52,850

22% $39,476 to
$84,200

$78,951 to $168,400 $39,476 to $84,200 $52,851 to
$84,200

24% $84,201 to
$160,725

$168,401 to $321,450 $84,201 to $160,725 $84,201 to
$160,700

32% $160,726 to
$204,100

$321,451 to $408,200 $160,726 to $204,100 $160,701 to
$204,100

35% $204,101 to
$510,300

$408,201 to $612,350 $204,101 to $306,175 $204,101 to
$510,300

37% $510,301 or more $612,351 or more $306,176 or more $510,301 or more

BUNCHING DEDUCTIONS IN ALTERNATE YEARS

With the increase in the standard deduction to $12,200 (single taxpayers and married filing

separately), $18,350 (head of household), and $24,400 (joint returns and surviving spouses), and

the $10,000 limitation placed on state and local tax (SALT) deductions, many individuals are not

getting as great a benefit itemizing deductions as they had in the past. Where an individual’s total

itemized deductions will come close to, but not exceed, the standard deduction for 2019 and/or

2020, one strategy to consider is bunching certain itemized deductions into alternate tax years.

This means, to the extent practical, increasing or bunching medical and charitable contribution

expenses into alternate years so that, along with a taxpayer’s annual mortgage interest and SALT

deductions, total itemized deductions exceed the standard deduction, thus giving the taxpayer a

greater deduction based on those expenses. In the other years, the taxpayer takes the standard

deduction.

For taxpayers interested in making a large charitable contribution in one year instead of

spreading the same amount over several years, practitioners should recommend using a donor-

advised fund (DAF). Taxpayers can take a charitable deduction for the year the contribution to

the DAF is made, while spreading the actual distributions to charities out over several years,

allowing the taxpayer to later determine the amount of contributions and the organizations he or

she wants to contribute to.



USING AN HSA TO DEDUCT MEDICAL EXPENSES

In 2019, medical expenses are only deductible as an itemized deduction to the extent the exceed

10% of adjusted gross income. And, as noted, since the standard deduction will exceed a

taxpayer’s itemized deductions in many situations, taxpayers lose what benefit they might have

gotten from paying large medical bills. One way around this is to establish a health savings

account (HSA) to pay medical expenses. Contributions to an HSA are a deduction from gross

income up to a maximum amount, which is adjusted yearly for inflation. To be eligible, an

individual must be covered under a high-deductible health plan, which an individual can obtain

on his or her own or through an employer, and have no other health coverage except certain

permitted coverage. For 2019, the maximum deduction for contributions to an HSA for

individuals with self-only coverage is $3,500, while the maximum deduction for those with

family coverage is $7,000.

Purchasing needed business vehicles, or equipment that can be expensed

under Sec. 179, or bonus depreciation

Bonus depreciation: 100%.

Section 179 depreciation: maximum $ 1 million

New passenger car: maximum $ 10,000

PLANNING FOR THE Qualified Business Income (QBI) DEDUCTION

The deduction is available to sole proprietors, partners in partnerships, members in limited

liability companies taxed as partnerships, shareholders in S corporations, and some trusts and

estates. The amount deductible is generally up to 20% of the QBI received from a qualified trade

or business. If the business is not a qualified trade or business, the deduction may be limited

based on the taxpayer’s taxable income.

There is limitation on specified service trades or businesses (SSTBs). An SSTB includes many

types of personal-service-based trades or business, including any trade or business involving the

performance of services in the fields of health, law, and accounting, and any trade or business

where we principal asset is the reputation or skill of one or more of the business’s employees or

owners.

If the taxable income of a taxpayer operating an SSTB is below the threshold amount, the

SSTB’s QBI is eligible for the full QBI deduction. A partial deduction may be available if the

taxpayer’s taxable income is above the threshold amount and does not exceed a second higher



threshold amount. For 2019, those thresholds are $321,400 and $421,400 for a joint return,

$160,700 and $210,700 for single and head-of-household filers, and $160,725 and $210,725 for

married taxpayers filing separately.

A business owner has several options to minimize taxable income and stay below the applicable

thresholds, thus preserving a QBI deduction. For example, consideration should be given to

either

 (1) purchasing needed business vehicles, tools, or equipment that can be expensed under

Sec. 179, or

 (2) postponing the receipt of income into 2020.

 (3) Contribution to a retirement plan.

NEW KIDDLE TAX RULES

As a result of the TCJA, children’s net unearned income over $2,200 is taxed at trust and estate

tax rates that, depending on the level of income being taxed, can result in higher taxes than if that

income was taxed at individual tax rates. However, if the child is under age 19 or a full-time

student under age 24, and both the child and the parent meet certain qualifications, the parent can

elect to report the child’s income or the parent’s return. Depending on the level of income being

reported, this strategy could reduce overall taxes.

RETIREMENT PLAN CONTRIBUTIONS

Maximum contribution amount for the various retirement plan is as follow. It can substantially

reduce taxable income and save for retirement.

 IRA : $6,000 ( $7,000 if age 50 & older)

 Simple IRA: $ 13,000( $16,000 if age 50 & older)

 Sep IRA : lesser of $25% of compensation or $56,000

 401(k) plan: $ 19,000 ($25,000 if age 50 & older)

 Defined benefit plan


