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The Tax Cuts and Jobs Act of 2017:
What Does It Mean to You?
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Important Information

o General concepts only
o Unique situations = unique results

o Pacific Life and its representatives do not provide tax or
legal advice

o Pacific Life and its representatives are not fiduciaries

o |nvestors should seek specific tax and legal advice from
their attorneys or tax advisors




Agenda

What is the Act?

But Will MY Taxes Go Down?

How to Change with the Changes

Does My Legacy Planning Change?

What Should | Do?




Do you think the new tax act will change how you file, that is,

itemized versus standard deduction?

.. Start the presentation to see live content. Still no live content? Install the app or get help at PollEv.com/app Total Resu [tg.-



The Tax Cuts and Jobs Act of 2017 (TCJA)

o First significant tax act in 32 years
o Changes affect individuals and businesses
o Key dates:

Signed into law on December 22, 2017

Most provisions are effective
January 1, 2018

Many provisions affecting individuals
will sunset after 2025, including
lower tax rates

'« Watch for and keep track of the “sunsets”.
%




Income-Tax Provision for Individuals

Reduction in federal income-tax rates scheduled to
sunset at the end of 2025

2018 Tax Brackets

Single Taxpayer Married Filing Jointly

Same - 10%
12% (from 15%)
22% (from 25%)
24% (from 28%)
32% (from 33%)
35% (no change)

37% (from 39.6%)

S0 —$9,525
> $9,525 but < $38,700
> $38,700 but < $82,500
> $82,500 but < $157,500
> $157,500 but < $200,000
> $200,000 but < $500,000
> $500,000

S0 —$19,050
> $19,050 but < $77,400
> S$77,400 but < $165,000
> $165,000 but < $315,000
> $315,000 but < $400,000
> $400,000 but < $600,000
> $600,000



“Chained” CPI-U for Inflation Index

o The Act substitutes the “chained” CPI-U for current CPI-U

CPI-U “Chained” CPI-U

@ NOTE: The change in CPI calculation formula DOES NOT SUNSET.




Investment Taxes

o No changes to rates on long-term capital gains and qualified
dividends

Brackets have shifted slightly ~r
Short-term capital gains are still taxed as ordinary income

3.8% Net Investment Income Tax (NIIT) still in place

Long(—i';?:‘r:_rgipltal Single Taxpayer Married Filing Jointly

0% Up to $38,600 Up to $77,200
15% > $38,600 but < $425,800 > $77,200 but < $479,000
20% > $425,800 > $479,000

Generally, these percentages apply to tax years 2016
and through 2025.



But Will MY Taxes Go Down?!
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How Will You Determine Your Taxable income?
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Will Certain Adjustments Reduce Your Income?

23  ERucator axpansas 23
Adjusted 24 Corien busnoss Sapensas o rasaness, perlameg ansis, and
Gross toe- barsis govarniment officials, Adtach Form 2106 or 2106-£2 24
Income 25  Haalth sevings acoount daduction Aftech Form Ba89 25
‘ 58  Mowng axpeos Amtach Form 3302 2 |
27  Deducibdo pan OF e -amgd oy Tae. Abech Sohadula SE 27
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A8 Add lings 23 through 35 ag
_ AT Subtract ind 38 from ina 22 This s your adjusted gross income - = | ar I

Fﬂ' Dizcloaure, Frivocy Act, and Papanwork Reduction Act Notice, 2e9 2eporate instructions Cad Mo 173208 Fom 1{




Deductions: Standard or Itemized

Tax Filing Status Pre TCJA M Stan.dard
Deduction

Single $6,500 $12,000
Married Filing Jointly $13,000 $24,000
Married Filing $6,500 $12,000
Separately
Head of Household $9,550 $18,000

The $1,300 deduction for age 65 or older, blind, or disabled is added to the
standard deduction.

Form 1040NR (2016) oy
A7 Amount from line 35 (adjusted gross income) . . a7
‘ Taxand |33 jtemized deductions from page 3. Schadule A, line 15 e - 0
Credits |30 subtrctline38fromiined? . . . _ . . . . . . . . . . . . . . . . |oe
40 Examptions |ses instructions) 40
41 Taxable incoms. Subtr&ctllnad.ﬂfn::rrlllne 313 Ifllnadﬂ iz more ‘|:|1-Elr'||II'I-EI EIQ enter I]l- 41 1]

L ) Changes to deductions sunset after 2025.



What Deductions Can | Still Use?

o Capped at $10,000 for most
© Doesn’t apply to businesses

State and local taxes (SALT)

o New loans are capped at $750,000
of debt

© Home equity loans ONLY if used for
acquisition cost, such as to buy, build,
or improve the property

o Limits for cash gifts increased from
50% to 60% of AGI

© No change to contributions of
securities and other assets.

Charitable

1 Changes sunset in 2025.
N



Child and Dependent Tax Credit

SEO VLIS RIS L I PR S IR TRALT E LAER L. MR TR ooy by . m ]
40 Child tax credit. Attach Schedule 8812, if required . 40
50 Hesidential energy credits. Attach Form 5685 . . . 50
51 Other credits from Forme al 3800 b[]8801 <[] 51
‘ 52 Add lines 46 through 51. These are your total credits } .. . . . . . | =52 ]
853 Subtract line 52 from line 45 K line 52 is mom tham line 45, enter D ) . . 53 0
84 Tax on income not effectivaly connected with a U5, rede or business from page 4, S-::i'ﬂu:h.llﬂ NEC e 15 54 B
Other 55 Self-smployment tax. Attach Schedule SE [Form 1040] S 55
Taxes 56 Unreported social security and Medicare tax from Form:  a[_]41 3? h|:|F_’-‘EI1Q 56
857 Additional tax on IRAs, other gualified retirement plans, etc. Attach Form 5328 if required Y )
Non-Child Dependent Tax Credit Child Tax Credit
o Credit of S500 o Credit increased up to $2,000

o Applies to qualifying relative o Age 19, 24 if student
o Taxpayer provides >50% of support  © Phase-out thresholds higher
S400,000 (joint returns) or
$200,000 (all others)
o For qualifying taxpayers, portion of
child credit is refundable

1 Changes sunset in 2025.
%



Exemption Deduction versus Credit

Tax Deductions Tax Credits
Reduce Reduce
Taxable Income Income Tax
? | | |
$1,000 Tax Deduction $1,000 Tax Credit
32% Tax Bracket Any Tax Bracket
= $320 tax savings = $1,000 tax savings



Does the Alternative Minimum Tax (AMT) Apply?

I7  Amount from line 36 (adjusted gross imcome) . . . . . . . . L. o L . L L. ar
Taxand |35 jemized deductions from page 3, Schedule A line 15 . . . . . . . . . . _ |38 0| ©
Credils |39 subtractline38fromine3? . . . . . . . . . . . . . . . . .. . .29
40 Exemptions (ses instructions) o 1
44 Taxable income. Subtract line 40 from line 38, If ine 40 iz more than line 39, enter -0- . 44 ol 0
42 Tax [zee instructiona). Check if any tax is from: al_|Formis) 8814 b[] Form 4972 42
‘ 43 Alternative minimum tax (see instructions). Attach Form&251 . . . . . . . . . | 43
44 Excess sdvance premium tax credit repayment. Attech Forme®gz . . . . . . . . 44

Pre TCJA: Pre TCJA:

o $54,300 (Single) o $120,700 (Single)

o $84,500 (Joint Filers) o $160,900 (Joint Filers)
After 2017: After 2017:

o $70,300 (Single) o $500,000 (Single)

o $109,400 (Joint Filers) o $1,000,000 (Joint Filers)

L ) Changes sunset in 2025.



Do You Have a Business?

o C corporation rates simplified to a flat rate of 21%
Corporate alternative minimum tax (AMT) repealed

o Certain pass-through income may receive a 20% exemption

o e o -
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13 Capital gain or (oss). Attach Schadida D # regured. f notrequined, checkhare = [ [ 13
;;‘:—;;1;_';_"'“ 14 Othar gains or Josaas) Aizach Form 4737 14
A AL CNA 153 |IRA diginDuTons 153 B Taxabla smouni 15b
Schedule E 182 Pohmons are st | & b Taxabds amount 16b
1T  Fontsl resl satala, royatas, permarshpe, S COMarabons, Trusls, aic Allssh Schadwa E | 7
Pass-through ot MAGY 48 Famincame or fose) Atiach Schadule 18
payment. Alpo. 18 Uinddd opmant Cormpensaton b
R 200  Socal sacurity banates | 20 | | | b Taxatis smoum 20

Form 1 040-V. 24 Citherincoma. Lisd type and amount 21
2% Corribing I SnoUEts r Tod B faft colurmn 10r les 7 Wroeah 21 Ths @ vour total income: = | 29

@ The C corporation tax changes DO NOT sunset.



How to Change with the Changes.

Caution: Always consult your tax advisor! 18




After Reform, Is a Roth IRA Now Right for Me?

‘o

Pay tax now?
' Pay tax later?

19




It Will Depend on . ..

they go up,

_ down, or stay
axable income  the same?

— will it go up,
down, or stay
the same?

20




Backdoor Roth IRA Contributions (under age 70%%)

Nondeductible Conversion of
contribution to traditional IRA:
traditional Day 2 —
IRA: Day 1/Year 1 12/31/Year 1




Qualified Charitable Distributions (QCDs) for
RMDs —and No Need to ltemize

Income

Attach Form(s)
W-2 here. Also
attach Forms
W-2G and
1099-R if tax
was withheld.

If you did not
getaW-2,

see instructions.

Enclose, but do
not attach, any
payment. Also,
please use
Form 1040-V.

8a

%9a

10
1"
12
13
14
15a
16a
17
18
19
20a

21
22

Wages, salaries, tips, etc. Attach Form(s) W-2 7
Taxable interest. Attach Schedule B if required . 8a
Tax-exempt interest. Do notincludeonline8a . . . | 8b

Ordinary dividends. Attach Schedule B if required .o 9a
Qualified dividends . . . . . . . . . . . |9

Taxable refunds, credits, or offsets of state and local income taxes 10
Alimony received . Ce e e 11
Business income or (loss). Attach Schedule C or C-EZ . . 12
Capital gain or (loss). Attach Schedule D if required. If not required, check here » D 13
Other gains or (losses). Attach Form 4797 . 14

IRA distributions . | 15a |$5,000 b Taxable amount

Pensions and annuities | 16a b Taxable amount

Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach Schedule E
Farm income or (loss). Attach Schedule F .
Unemployment compensation . Co.
Social security benefits | 20a | |
Other income. List type and amount

| b Taxable amount

15b S0 (QCD)

16b

17

18

19

20b

21

Combine the amounts in the far right colum}ﬁor lines 7 throug-;-h 21. This- is your total iﬁcome >

22

22



Itemizing by Bunching Annual Charitable Gifts.

2018 2019




New Rules for Savings Accounts for Education

e Tax-free distributions for K-12

e Up to $10,000 per beneficiary each year
e Public, private, or religious

e Does not sunset

e Rollovers to 529A, or ABLE accounts
e $15,000 per beneficiary per year (gift limit)
e Sunsets after 2025

24



Should | Change How My Business is organized?

Business Choice of

. Tax reform
owhers entity

New deduction
of up to 20%

Pass-through

Sunsets after ).
2025 e

“Permanent”
21% tax rate

25



Transfer Taxes: Exemptions

© Top rate: 40%

No Cha nge o Lifetime and transfers at death

© Includes generation-skipping
transfer (GST) tax

o Individual: $11.18M()
o Married: $22.36M
o Portability

o 0ld: CPI-U®
New CPI o New: C-CPI-U®

1Revenue Procedure 2018-18, 2018-10 IRB 392; sunsets after 2025. 19)

°Bureau of Labor Statistics, 2018.
26



OK, We Don’t Have $22,360,000

o |ncome taxes may still be an issue

o TCJA retained step-up in basis
Most assets step up to the value on the date of death
Some do not, which creates income-tax liability

o Who should pay the tax?




No estate taxes, no worries?

o Planning Is Important, Even if Taxes Are Lower

All
Beneficiaries
Good Money
Managers?
All
. Beneficiaries in
Blended Family the Same Tax
Bracket?
Special Needs Charity



How many sunset emojis did you find?

)3

2 8 10

.. Start the presentation to see live content. Still no live content? Install the app or get help at PollEv.com/app Total Resuit ..



Tell us — What is your greatest concern?

. Tax Management A . Retirement Savings B . Legacy Planning C

Tax Management

Retirement Savings

.. Start the presentation to see live content. Still no live content? Install the app or get help at PollEv.com/app .-




In Summary

o The many changes in the tax law mean that different
taxpayers will see different results.

o 80% of taxpayers are projected to have a tax decrease;
5% will have a tax increase.

o If you will have tax savings, where should you dedicate
those assets?

o Now is a good time to review where you are relative to
retirement and estate-planning goals.

o Take the time to consult your advisors.







This material is not intended to be used, nor can it be used by any taxpayer, for
the purpose of avoiding U.S. federal, state, or local tax penalties. This material
is written to support the promotion or marketing of the transaction(s) or
matter(s) addressed by this material. Pacific Life, its affiliates, their distributors,
and respective representatives do not provide tax, accounting, or legal advice.
Pacific Life is an annuity provider. It is not a fiduciary and therefore does not
give advice or make recommendations regarding insurance or investment
products. Any taxpayer should seek advice based on the taxpayer’s particular
circumstances from an independent tax advisor or attorney.




Taxpayers should seek advice based on the taxpayer’s particular circumstances
from an independent tax advisor or attorney. Pacific Life is an annuity
provider. It is not a fiduciary and therefore does not give advice or make
recommendations regarding insurance or investment products. Pacific Life
refers to Pacific Life Insurance Company (Newport Beach, CA) and its affiliates,
including Pacific Life & Annuity Company. Pacific Life Insurance Company is

the issuer in all states except New York. Pacific Life & Annuity Company is
the issuer in New York.




