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Welcome to this edition of Investments & Wealth Institute’s Legislative Intelligence update. 
This month's update reviews some of the key provisions in the Tax Cuts and Jobs Act, 
specifically those that will be of interest to wealth managers. 
 

Pending Tax Law Leaves Plenty of Tax Planning for High-Net-Worth Clients 

The U.S. Congress is poised to enact major tax reform legislation this week that significantly 
overhauls the U.S. tax code for the first time in three decades. The House of Representatives is 
scheduled to vote as early as today, Tuesday, December 19, on the 1,101-page tax reform bill, 
H.R. 1, with the Senate following almost immediately with the goal of placing major tax reform 
legislation on President Donald Trump’s desk before Christmas. With key senators now on 
board, the Tax Cuts and Jobs Act, as the legislation is titled, is expected to easily pass the House 
and squeak through the Senate without Democratic support.  

 
On December 15, GOP House and Senate conferees assigned to negotiate differences between 
the Senate and House versions of the legislation approved a final bill, setting the stage for this 
week’s final floor votes in both chambers. Several GOP senators had questioned aspects of the 
legislation late last week, but signaled they were on board for the final vote. Two Republican 
senators are severely ill (Thad Cochran (R-MS) and John McCain (R-AZ), but they are prepared 
to return to Washington if needed. With a 52–48 margin, Senate Republicans have few votes to 
spare; Vice President Mike Pence cancelled an overseas trip to be available to break a tie vote. 
No Democrats in either chamber are expected to support the bill. 

 
Up to this point, H.R. 1 surprised veteran observers by how quickly it has passed through 
Congress. Once it was unveiled this fall, the highly controversial bill was a lightning rod for 
criticism by opponents, including some Republican members of Congress, for increasing the 
federal deficit and for other industry sectors and taxpayers on the losing end. The staff of the 
non-partisan Joint Committee on Taxation has projected a $1-trillion increase in the federal 
deficit over 10 years, and Republicans in states with higher state and local income and property 
taxes also expressed strong concerns, with a handful voting in the House voting against the 
original bill. 

 
As with any major tax legislation, there are winners and losers. For wealth managers, H.R. 1 will 
provide numerous new tax-planning opportunities once it is enacted into law, and likely 
generate new strategies that will be uncovered by tax experts over the coming months and 
years. A controversial surprise provision that surfaced late in the tax debate requiring all 
investors to use first-in first-out (FIFO) accounting for tax wash sales was eliminated. 

 
Below is a quick snapshot of some key provisions of interest to wealth managers and financial 
planners: 

 

http://docs.house.gov/billsthisweek/20171218/CRPT-115HRPT-%20466.pdf
https://waysandmeansforms.house.gov/uploadedfiles/12.15_tcja_policy_highlights.pdf


• Tax Brackets. The final version generally lowers individual taxes that expire in 2025 in 
order to comply with budget rules. The new law will retain seven brackets for individual 
rates set at 10, 12, 22, 24, 32, 35, and 37 percent with the current top rate of 39.6 
percent for married couples making $480,050 knocked down to 37 percent for couples 
with annual income beginning at $600,000 under the final proposal. 

• Estate Tax. The exemption for couples of $11.2 million has been doubled to $22.4 
million in the final bill but does not repeal the estate tax as proposed in the original 
House version. This will likely eliminate the need for significant estate planning by 
advisors except for ultra-high-net-worth clients. 

• Mortgage Interest. The final version meets halfway between the original Senate and 
House tax bills by limiting the mortgage interest deduction to $750,000 for newly 
purchased first or second homes, and preserves the current $1-million cap for existing 
mortgages. Homeowners no longer will be able to deduct the interest on home-equity 
loans up to $100,000. 

• SALT Tax. The original repeal in the Senate version of the state and local tax (SALT) 
deduction for income, sales, and property taxes was a major focus of controversy in the 
tax debate. House–Senate conferees agreed to the House version that retains a $10,000 
cap for property tax deductions. To appease other GOP holdouts, state income tax 
deductibility was added back under the same overall cap of $10,000.  

• 529 Plans. College savings plans under section 529 of the tax code are expanded to 
include tuition expenses for K-12 private schools. 

• Business Expensing. Businesses are allowed to immediately write off the full cost of new 
equipment for the next five years. 

• Corporate Rate. The existing corporate rate of 35 percent, dropped originally to 20 
percent in both House and Senate versions, was bumped up to 21 percent to offset 
other deductions under budget reconciliation rules. 

• Pass-through Rates. The final version generally reduces the rate for partnerships, 
limited liability corporations, and S corporations, including financial services firms 
structured as such, to 20 percent. Business owners are able to use the new more 
favorable rate for incomes less than $157,000 for singles and $315,000 for married 
couples. 

• Corporate AMT is eliminated. 

• Individual AMT is retained with the exemption amount increased for individuals from 
$54,300 today to $70,300; and for married couples from $84,500 to $109,400.  

• Standard Deduction. For non-itemizers, the standard deduction has been nearly 
doubled for individual filers from $6,350 to $12,000 and for married couples from 
$12,700 to $24,000. 

• Capital Gains. No changes were made to the existing capital gains rates. 

• Health Insurance. The Senate version to repeal the penalty for failing to purchase health 
insurance under the Affordable Care Act’s individual mandate was retained in the final 
proposal. 



• Retirement Savings Programs. Individual and plan sponsor contributions to popular 
savings options such as 401(k) plans and individual retirement accounts remain 
deductible and unchanged. 
 

 
About Legislative Intelligence Update 
 
The purpose of this update, prepared by Potomac Strategies for the Investments & Wealth 
Institute, is to give members legislative and public affairs intelligence and analysis. It is strictly 
informational and should not be relied upon as legal, tax, or compliance advice. The Institute, as 
an education and credentialing organization, does not lobby Congress or regulators, and does 
not advocate for any particular legislative or regulatory position either on its own or through its 
relationship with Potomac Strategies.  

If you have questions after reading this update, please contact the Institute by replying to this 
email. We will either respond personally to your inquiry or include a response in an upcoming 
issue. 
 
 
 


