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About the Author 

Vincent J. O’Brien, CPA is a renowned lecturer and author, and has instructed tax professionals in New 
York and the Northeast for decades.  As a practicing CPA, he provides the rare combination of expertise, 
practical experience, and the ability to teach. 

Mr. O’Brien is the principal lecturer and president of M + O = CPE, Inc. co-founded by Mr. O'Brien and 
Eugene T. Maccarrone, CPA, Esq., in 1995.  The company is a registered CPE sponsor in New York, 
New Jersey and Pennsylvania, as well as an IRS-approved continuing education sponsor.

Since its inception in 1995, Mr. O’Brien has authored annual CPE textbooks for M + O = CPE, Inc.  He 
is also a regular contributor to CCH/Wolters Kluwer Federal Tax Weekly, and other CCH/Wolters 
Kluwer books and publications, which address new tax laws and planning issues and are used by tens of 
thousands of professionals nationwide.

He has additionally taught advanced accounting at Hofstra University, CPE for the former Chaykin CPE 
program, and review courses for candidates preparing to take the Uniform CPA Examination. 

Mr. O’Brien founded his accounting firm, Vincent J. O’Brien, CPA, P.C., in 1993, and as its president, 
provides accounting, tax and consulting services to businesses and individuals across the country and 
serves as a technical consultant for numerous CPA firms.  Prior to founding his own firm, he was a 
Senior Accountant at KPMG. 

Mr. O'Brien graduated as Valedictorian of Hofstra University, and was awarded the prestigious Elijah 
Watt Sells Award for scoring one of the highest grades in the nation on the CPA Exam. 

Mr. O'Brien is available for consultations; for fees and scheduling, call 516-594-9273. 
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IMPORTANT NOTICE 

The information provided herein and in the associated CPE seminar is for the purpose of conduct of the 
seminar only, and should NOT be used as specific guidance in any particular actual client situation.  Each and 
every professional engagement is unique, and the practitioner must exercise his or her own professional 
competence and judgement on each engagement.  M + O = CPE, Inc. and its seminar session leaders disclaim 
any responsibility or liability for the professional information supplied herein or in the related seminar, or the 
application of said information.  No recording devices of any kind are permitted in our seminars. 
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Introduction

As with all tax law, the provisions discussed in this seminar are subject to further interpretation 
and guidance to be issued by the Treasury Department and the IRS and may be changed by 
future laws.  

We will discuss newly-effective federal and New York laws and interpretations that affect 
individual income taxation in M + O = CPE, Inc.’s Individual Tax Year-End Workshop,
which will be presented on December 5, 2019 and repeated on December 12, 2019, January 
9, 2020, and January 16, 2020. Please enroll as soon as possible to ensure your seat. 

Redesigned Form 1040

Background

The IRS has issued a draft of a totally-redesigned Form 1040 for the 2018 tax year.  The draft 
form and its new supporting schedules appear in the Rates and Amounts section of the text. 

The goal of the new format was to enable Form 1040 to fit on a postcard.  Unfortunately, to 
accommodate this goal, the lines that were removed from the front and back of the old form 
have been placed on six new supporting schedules, some or all of which will need to be 
attached to the Form 1040 for many taxpayers.   

Accordingly, even though the content of Form 1040 and the new schedules will not fill a 
standard size page, some taxpayers may need as many as 8 pages to show all of the 
information required for Form 1040. 

The existing forms and schedules that have been attached to Form 1040 in prior years 
remain largely unchanged.  Therefore, in addition to the up to 8 pages for Form 1040, 
taxpayers will still need to attach many other forms and schedules, such as Schedules A 
through Schedules E, where applicable.

The IRS had indicated that Forms 1040EZ and 1040A have been eliminated for the 2018 tax 
year.

Roadmap for New Format

Summary of New Format 

Draft Form 1040 Page 1 

1. This page contains the taxpayers name, address and list of dependents. 
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Tax Cuts and Jobs Act 

Background

The new tax law, commonly called the Tax Cuts and Jobs Act, makes major changes to the 
income tax system for both individuals and businesses.   

It was enacted on December 22, 2017. 

Many of the provisions expire after 2025; some expire earlier than that, and some of the 
provisions are permanent.   

Change in Individual Tax Rates 

The new law lowers the individual income tax rates and changes the brackets for the 2018 tax 
year4.

2018 New and Old Brackets and Rates for Married Individuals Filing Joint Returns  

New Tax Law  
Brackets: 

New Tax Law 
Rates: Old Brackets: 

Old 
Rates:

Up to $19,050  10% Up to $19,050 10% 
$19,051 to $77,400  12% $19,051 to $77,400 15% 
$77,401 to $165,000 22% $77,401 to $156,150 25% 
$165,001 to $315,000 24% $156,151 to $237,950 28% 
$315,001 to $400,000 32% $237,951 to $424,950 33% 
$400,001 to $600,000 35% $424,951 to $480,050 35% 
Over $600,000 37% Over $480,050 39.6% 

2018 New and Old Brackets and Rates for Single Filing Status 

New Tax Law  
Brackets: 

New Tax Law 
Rates: Old Brackets: 

Old 
Rates:

Up to $9,525  10% Up to $9,525 10% 
$9,526 to $38,700  12% $9,526 to $38,700 15% 
$38,701 to $82,500  22% $38,701 to $93,700 25% 
$82,501 to $157,500  24% $93,701 to $195,450 28% 
$157,501 to $200,000  32% $195,451 to $424,950 33% 
$200,001 to $500,000  35% $424,951 to $426,700 35% 
Over $500,000  37% Over $426,700 39.6% 

4 The rates and amounts section later in the text shows the complete tax tables for all of the filing statuses.   
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Filing Status Endpoint for 15% Rate 

Single 425,800 
Married Separate 239,500 
Married Filing Joint 479,000 
Head of Household 452,400 

Backup Withholding Rate: Effective January 1, 2018, the backup withholding rate is 24%, 
down from 28% in prior years8.

New Qualified Business Income (“Passthrough”) Deduction

Background: Effective for the 2018 tax year and expiring after 2025, individuals, trusts and 
estates may be eligible for a deduction of up to 20% of the qualified business income reported to 
the taxpayer. 

The new law establishes this deduction by adding §199A to the Internal Revenue Code.
Through much of the legislative process, the deduction was referred to as the passthrough 
deduction, and this name is used by many to refer to the new deduction.  The IRS uses the 
term qualified business income deduction on the draft 2018 versions of Form 1040 and its 
instructions. 

The Treasury Department issued proposed regulations9 regarding the deduction on August 8, 
2018, and the IRS issued a proposed revenue procedure in Notice 2018-6410.  Final 
regulations issued in the future may differ from this guidance, but taxpayers are permitted to 
rely on this interim guidance until final guidance is available.

Income Eligible for the Deduction 

Generally, trade or business income from domestic trades or businesses11 conducted by a 
taxpayer, either individually or in the form of an S corporation, partnership or limited 
liability company12 that is taxed as a partnership or taxed as a disregarded entity is  

8 In addition, the optional flat federal withholding rate for supplemental wages has been reduced to 22%, down from 
25% in prior years.  Special rules apply when supplemental wages are more than $1 million during one calendar 
year.
9 See REG-107892-18. 
10 The proposed revenue procedure provides guidance on methods for calculating W-2 wages for the purpose of the 
passthrough deduction.   
11 Otherwise eligible trade or business income from Puerto Rico is eligible for the qualified business income 
deduction, as long as the taxpayer otherwise includes it in gross income.  The proposed regulations also set forth 
special rules related to wages paid for services performed in Puerto Rico for purposes of computing the W-2 
limitation, discussed later in this section.  See Prop. Reg. §1.199A-2(b)(2)(iv)(D). 
12 An otherwise eligible trade or business conducted as a limited liability company (“LLC”) that is taxed as a 
partnership or disregarded entity would be reported on the taxpayer’s personal income tax return and would be 
eligible for the new passthrough deduction.  An otherwise eligible LLC that elects to be taxed as a corporation and 
elects to be an S corporation would also be eligible.  However, an LLC that is taxed as a C corporation (i.e., elects to 
be taxed as a corporation and does not make an S election) would be ineligible for the deduction, since its income 
would not passthrough to the owner’s personal tax return.   
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The new law provides special deductions for income attributable to domestic production 
activities of specified agricultural or horticultural cooperatives23.

Reporting the Deduction 

The deduction is not an above-the-line deduction, so it is not used in computing the 
adjusted gross income of a taxpayer.  The deduction is also not an itemized deduction, so 
it is available to taxpayers who use the standard deduction24.

On the draft 2018 version of Form 1040, the qualified business income deduction appears 
on line 9 of page 2 of the form, after a taxpayer’s standard or itemized deductions. 

The IRS has not created a separate form for the new deduction.  Instead, it is calculated 
on a worksheet that does not get attached to the tax return.   

1. Taxpayers with income less than or equal to the applicable income thresholds 
(discussed in the next section) use the simplified worksheet that is provided in the 
draft 2018 version of the instructions for Form 1040. 

2. Taxpayers with income higher than the applicable income thresholds must use the 
worksheet in Publication 535, Business Expenses, according to the draft 2018 version 
of the instructions for Form 1040.   The 2018 version of this publication had not been 
issued by the IRS at the time of printing of this text. 

The qualified business income deduction is deductible for both regular and alternative 
minimum tax purposes25.

Roadmap and Steps for the Deduction

Step 1: Identify which income of the taxpayer is eligible for the deduction, if any, and 
multiply the qualified business income by 20%26.

Generally, all trade or business income is eligible for the deduction no matter the 
income level of the taxpayer, but special rules apply for specified service trades or 

21 A qualified REIT dividend means any dividend from a REIT which is not a capital gain dividend or qualified 
dividend income.  The REIT dividend is not qualified if the ownership interest in the REIT is held for fewer than 45 
days.  See Prop. Reg. §1.199A-3(c)(2). 
22 Qualified publically traded partnership income (or loss) means a taxpayer’s share of income, gain, deduction and 
loss from a partnership whose interests are traded on an established securities market or on a secondary market that 
is not taxed as a corporation.  See Prop. Reg. §1.199A-3(c)(3). 
23 The cooperative is allowed a 9% deduction on the lesser of its qualified production activities income or its taxable 
income, and the deduction is limited to 50% of the W-2 wages paid for the year.  See Internal Revenue Code 
§199A(g).  Prop Reg. § §1.199A-1(a) indicates that the proposed regulations do not apply to the deduction for such 
cooperatives. 
24 For New York State income tax purposes, the deduction is not allowed.  Since the deduction does not affect 
federal adjusted gross income or federal itemized deductions, there is no adjustment needed for these amounts on the 
New York State income tax return.  Instead, the deduction is simply absent from the New York return. 
25 See Prop. Reg. §1.199A-1(e)(4). 
26 As discussed in Step 2, below, the calculation needs to be made separately for each separate trade or business, 
unless the taxpayer is eligible to aggregate the activities and makes the election to do so.  In addition, if the taxpayer 
has qualified REIT or publically-traded partnership income, the combined total of any of this type of income is 
multiplied by 20% and the results are kept separate from the 20% calculation for qualified business income. 


