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The Tax Cuts and Jobs Act of 2017
	The tax cuts and Jobs Act of December 2017 made significant changes to the personal income tax. These alterations include an almost doubled standard deduction, reduced income tax, reforms to substantial provisions, and new limitations on itemized deductions. I agree with the changes to the deductibility of interest and changes in expenditures of capital assets. Before the TCJA, the growing complexity of the United States tax code had led to high compliance costs for businesses and households. The tax foundation used data from the bureau of labor statistics and the office of information and regulatory affairs to estimate the total cost of tax compliance of the United States economy in 2016.fulfilling the tax code increases the actual costs for American businesses and households. It took businesses and families 2.6 billion hours to comply with the IRS tax requirement in 2016. such huge time imposes a massive cost on the economy. Companies and individuals devote resources to complying with the tax code instead of performing other productive activities. Besides, following the individual income tax costs more than $99 billion yearly. The tax cuts and jobs act simplified the tax code by making it more beneficial for a filer to take the standard deductions instead of itemized deductions. The Act expanded the standard deduction from $13,000 to $24,000 for joint filers and $6.500 to $12,000 for single filers in 2018, making it more attractive to utilize the standard deductions ("US-steuerreform - Der Tax Cuts and Jobs Act 2017," 2019).
The tax act also consolidated the three provisions that reduce income taxes based on household sizes. The 2017 act expanded the child tax credit, expanded standard deduction, and eliminated the personal exemption. The changes, as mentioned earlier, and new limitations on specific itemized deductions simplified the tax code for its citizens. The tax act and jobs act nearly doubled the standard deduction by making it more prominent. This aspect reduced the value of itemized deductions. Besides, it is more beneficial for filers to take the standard deduction than to itemize it. For example, a married couple would take $14,000 for different itemized deductions in the previous law. However, under the new Act, it is more beneficial for such a couple to take a standard deduction worth $24,00. First, it eliminates the need to spend energy and time completing schedule A of Form 1040, collecting receipts. It allows them to deduct an extra $10,000. such changes are concentrated among middle-income and low-income groups. The number of returns of itemized deduction will reduce by 75% for low-income earners and 74% for middle-income earners. The Act also eliminates the difficulties of definition on what qualifies as a child by expanding the child tax credit and eliminating the personal exemption. The TCJA also increased the income level at which the phaseout period of credit starts from $1110,000 to $400,000, thus expanding the credit value of couples and the number of persons able to claim it (Goldin & Michelmore, 2020).
The Tax Cuts and Jobs Act also suspended the deductibility of interest on lines of credit and reduced the mortgage debt that itemize can deduct the interest. The TCJA also changed the alternative minimum tax, implying that less tax filler will be required to spend time handling form 6251.according to the internal revenue services, the alternative minimum tax will reduce from 10 million to one million. The TCJA also increased the phaseout of exemption to $1 million from $160,900 for joint filers. Such a combination reduces the number of households incurring the alternative minimum tax liability. The simplification of the tax code results in economic savings due to the less time spent filing. Utilizing the estimate of the number of hours used to comply with different forms, families with AMT liability can incur fewer costs in compliance. According to AMT, the doubling of standard deductions and avoiding itemized deductions results in tax compliance savings. The IRS estimates the number the time to complete filing tax returns has reduced to 7 percent ("new deduction for pass-through entities: Tax benefit for non-corporations," 2019).
The tax cuts and jobs act significantly impact the tax landscape of banks and financial institutions. In 2018 the Act established a permanent and flat 21 percent corporate rate. Therefore fiscal-year corporations were required to compute tax using a pro-rata allocation. The sharp reduction in corporate taxation has forced financial institutions to reduces the values of their deferred tax assets. However, for the tax years from December 2017 to January 2026, the Act remains beneficial to banks structured as S corporations. First, the Tax Cuts and Jobs Act lower individual income tax rates; the top rate was reduced from 39.6 percent to 37 percent, thus reducing the owners' taxes from their salaries. The Act also allows shareholders, mostly estates and trusts to deduct 20 percent of their QBI from their bank subject to specific limitations. Many banks operate as S corporations to avoid double taxation of C corporation profits. However, the Act has widened the gap between corporate and individual tax rates, making it difficult for S corporations to survive (Mayo, 2020).
The tax cut and jobs act also introduced new limits on business interest expense deductibility. From 2018 to 2021, the new limit is capped at 30percent of adjusted taxable income, the same as EBITDA. The limit makes borrowers unable to deduct interest payments on loans fully. The new limitations also affect mortgage interest deductions. The Act also phased out the deduction for FDIC premiums for financial institutions with consolidated assets starting from $10 billion to $10 billion. The TCJA also eliminated deductions from banks with assets of more than $50 billion. The Act also increased bonus depreciation for assets placed between September 28, 2017, to 2022, from 50% deduction to 100% deduction for qualifying assets. Lastly, the new tax law also removed the difference between used assets and new assets (Mayo, 2020).
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