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In Recognition of Your High Standards of Excellence. Your Dedication to the Promotion
of Chinese-American Professionals in the Financial Industry is Greatly Appreciated.
Congratulations and Best Wishes on Your Future Endeavors!
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HOUSE OF REPRESENTATIVES

EnpwarD R . ROYCE
THIRTY-NINTH DISTRICT
CALIFORNIA

October 28, 2018

Sino-American Certified Public Accountants Association

Deear Friends

I am pleased to offer my greetings and congratulations to everyone attending the 2018 Sino-
American Certified Public Accountants Association’s annual banquet.

Congratulations on your continued efforts in providing a platform for professionals to practice
business cooperation berween the United States and South-East Asia. Your dedication in
fostering a diverse network of accountant professionals is highly commendable.

Furthermore, your platform is helpful in developing an international perspective to business
practices domestic and abroad. Congratulations and best of luck in your future endeavors.

Sincerely,

2 Ry _

EDWARD R. ROYCE
Member of Congress
Chairman, House of Foreign Affairs Commirnee
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STATE CAPITEL {:[:Hltfnrnta ﬁiﬂtf {%Erﬁltﬂ
SACRAMENTO CA 95814
1918 65 4029 EENAITOR
LING LING CHANG

TWENTY-MINTH SENATE DISTRICT

October 28, 2018

Dear Friends,

I am happy to offer my warmest welcome to everyone joining Sino-
American Certified Public Accounts Association (SACPAA) for its
Annual Banquet. This is a wonderful opportunity to celebrate your
many accomplishments.

SACPAA has served the community for years, expanding networks and establishing
relationships with local, state, and federal officials. 1 have had the opportunity to work with its
members and am privileged 1o consider them my friends. Your dedication to enhancing
professional development is commendable. Thank yvou for supporting diversity and making a
positive impact in Southern California.

Congratulations to everyone involved in making this another successful year for CIE-SoCal. [
look forward to working with you to expand economic opportunities in our community.

Sincerely,
Senator Ling Ling Chang

California State Legislature
Twenty-Ninth Senate District

ONONONONONONON O OO O ONONOHONONONONOHNONONONONED

20 SACPAA



(@UN@ON@ON@ON@ON@ON@ON@ON@ON@OUN@IN@ON@ON@ON@OUI@OIN@ON@ON@ON@OI@ON @@ @U@ (@)

Department of the Treasury

Internal Revenue Service

Communications and Liaison
IRS stakeholder Liaison

Date: September 25, 2018

Sino-American Certified Public Accountants Association
1900 S Del Mar Ave, Suite #207
San Gabriel, CA 91776

Dear Johnny Shih, CPA

On behalf of the Internal Revenue Service, | would like to thank the Sino-American Centified Public
Accountants Association for your extraordinary contributions made in delivering IRS products, services
and education. In working together with us, you have exemplified the spirit of outreach and education
by contacting, communicating and coordinating with taxpayers and tax professionals while supporting
tax administration,

In service to your community, you have provided seminars, participated in radio shows, conducted
press conferences and hosted Practitioner Liaison Meetings all in furtherance of helping others. You
make a difference with vour exceptional networking and public relations experience while always
pursuing excellence.

Because of loyal partners like yvou, millions of taxpavers have the IRS information they need to meet
their tax responsibilities.

The Internal Revenue Service is honored to recognize your association for your hard work and
dedication to America's taxpavers and we thank vou for choosing to be an integral part of our outreach
effort.

Sincerely,
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JoHN CHIANG

TREASURER
STATE OF CALIFORNIA

October 28, 2018

Mr. Kevin Yeh

President

Board of Directors

Sino-American Certified Public Accountants Association
940 Telstar Avenue, #101

El Monte, CA 91731

Dear Friends:

T'am honored to extend greetings to the Sino-American Certified Public Accountants Association
(SACPAA) in celebration of the 2018 Annual Banquet.

Through strong partnerships, SACPAA has expanded cconomic opportunity for Chinese
American accountants and busingsses, contributing to its members’ success. SACPAA’s collaborative
relationships and educational programs promote accountants across all industry sectors and advance their
progress. With its strategic alliances and growing network, SACPAA vields significant returns in the
business world and the community it serves.

It is with gratitude that I extend my best wishes to Mr. Kevin Yeh, the outgoing president, and my
congratulations to Mr. Calvin Leung, the incoming president, for their hard work and dedication to
SACPAA and our communities. I wish you all continued prosperity and good fortune in the years to
come.

Very truly yours,
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Eric Zhang & Associates LLP

Eric Zhang CPA, MST, EA, PFS
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‘ﬁ.&'ﬁ_%\ Chang & Coté ...

Attorneys at Law

OUR FIRM OUR PRACTICE AREAS

Chang & Coté serves clients throughout Southern Business Litigation BEF
California and the Pacific Rim with decades of legal Civil Litigation B0 ik

experience, Our team of attorneys help clients navigate the
court system, create a plan, and achieve the best possible j
outcome. Mo matter the task, our mission is to obtain real- Real Estate Transactions 5 d % 5%

life, business solutions for our clients because their success Real Estate Disputes B e B &y

is our success. Intellectual Property Fo il A AR
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EMOTERALE F AR THAERRFE, BEHEN Wills, Trusts & Estates  {F3408]
Immigration i 8

Employment & Labor & L&
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OUR ATTORNEYS

19138 E. Walnut
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Albert 1. C. Chang Steven Coté Travis Tom
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William Lai Rodney Bell Audrey Khoo
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Demand Deposit & Time Deposit, Trade Finance,
Wire Remittance Services, Commercial Real Estate Loan{CRE),
Commercial & Industrial Loan (C&l), Syndicated Loan

E.SUN BANK Los Angeles Branch

17700, Castleton Straet, Suite 500, Cily of Industry, CA 91748 USA
Tel: +1-426-810-2400

Fax: +1-426-839-5531 EuaEy OF
Dow JPHE% ; :
Sustainability Indices
Set the Standard for Sustainable Growth in Coltabaration with RobecoSAM &
China « Hong Keng « Vielnom « Combodio « Myanmgr « Singopora - AL Aushalio « Jopar

@ E.SUN FHC * E.SUN BANK
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[insurance acency JERRElH
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WIRZEME
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B85 877-728-8688

##5F: 2390 Huntington Dr, San Marino, CA91108  XEEEF: 950-4043-7886
Fi: 1150 Roosevelt Suite 100 Irvine, CA92620 HHEEA: B52-3500-0427

780 Roosevelt, Irvine, CA92620 contact@skyvisioninsurance.com
B Rowland Heights, Walnut, Diamond Bar wwaw skyvisioninsurance.com

Discluimer: Restrictions and exclusions may apply. Rates are subject o change without notice, Wo do not guarantes or warmnt the complete-
ness or comecmess of provided information anm:hull not be liable for any loss or damage arising from the provided information. Please refer
to actual nsurance company documents or contract for terms, conditionas, limiations, of exclusion of referenced plan and bepefit coverage.
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Los Angeles Headquarters

860 South Figueraa Street, Suite 1888

Los Angeles, CA 90017
{213) 627-9888

Monterey Park Branch
700 West Garvey Avenue
Monterey Park, CA 91754
(626) 5T0-4800

Oxnard Branch
400 E Esplanade Dr, Suite 105
Oxnard, CA 93036

{805) 604-7600

Wast LA Branch
2105 Sawtelle Blvd,
Los Angeles, CA 90025
(310) B0G6-9666

San Gabriel Branch

123 East Valley Boulevard, Suite 101

San Gabriel, CA91776
(626 307-7500

SilverLake Branch
1912 Sunsel Bouwlevard
Los Angeles, CA 90026
[213) SE9-1000

Arcadia Branch
901 5. Baldwin Ave
Arcadia, CA 91007
(626] B02-6222

Irvine Branch
14725 Jeffrey Road
Irvine, CA 92618
[949) 541-3550

Torrance Branch

23740 Hawthorme Boulevard, Suite 103
Torrance, CA 90505

(3100 602-4500

Spring Mountain Branch
3919 Spring Mountain Road
Las Vegas, NV 89102

(702) BES-9822

Carritos Branch

11304 1/2 Scuth Street
Cerritas, CA 90703
[562) B65-0898

Rowland Heights Branch
1015 Sauth Mogales Streat,
Unit 121 &122A

Rowland Heights, CA 91748
{28} 322-1200

Westlaka Village Branch

00 Hampshire Road, Suite 100
Westlake Village, CA 91361
(805} 497-2776

Diamond Bar Branch
1241 5. Grand Ave, Suite K
Diamond Bar, CA 91765
{209) 348-5188

NASDAQ:RBB &iian =2 EDIC
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ERIC ZHANG & _ASSOCIATES LLP
BEQHG L - 4 -‘

Jm (?w was named. to- Forbes
Magazines “ Americas Top 200
Tnarncial Advisors” and #7 Olunese

Sean Yu is proud to support

Eric Zhang &5 sl

SEAN & CHRISTINE YU PRIVATE FOUNDATION
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Proud to support the Sino-American
Certified Public Accountants Association.

Bank of the West understands that personal care and attention are key 1o your SUCCESS

Solutions designed for where you want to go

Acquire, buy in, expand or refinance a practice Upgrade technology
Finance commercial real estate Give clients more ways to pay
Expand or improve your office Streamline payments & recordkeeping

401 S. Glendora Avenue | West Covina, CA 91790 | (626) 251-2341

BANK:=WEST
BNP PARIBAS
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www.anyhealthinsurance.com
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Jonathan H. Cheng
Enrolled Actuary
M.A.A.A.,M.S.P.A.
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Defined Benefit Plan BIEAPREEL

412 (e|Defined Benefit Plan HRRARRRST
401 (k)Profit Sharing Plan ZEREGHEER
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BA ~ L ekt i Excess Liability
WA R ~ F Rl m -3 llidnrldlual Family
,'F H j.}{ 1% 2 2 3530 35 | BRI Small Large Group
R i W Payroll Services Plan

Vision
Dental

T e

e — = S

; Commercial Liability
HBRE WA t LR Al Worker's Compensation

: Medicare Advantage HMO
626.551.2581 & o Séior { Plan F
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it .'-_,_. ] X | g Auto o
Home : ’
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Medi-Cal Access Program
Long Term Care
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www.Nancyliv.com

nancyliu2000@aol.com

Do Broker #53 : #01022715
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Confidence

Pursuing life’s goals starts with a plan

Your financial life is much bigger than your investrnents. it includes both your The Wynne Group
goals for the future and how you want to live right now. Connect with us today UBS Financial Services Inc.
to understand why we believe a holistic approach to wealth management is 200 South Los Robles Avenue
essential to helping you realize everything that's important to you. Suite GO0
Pasadena, CA 91101
Advice you can trust starts with a conversation. B00-451-3954
Wynne | Albert Shih ubs.com/team/thewynnegroup
Senior Vice President- Financial Advisor
Wealth Management 626-405-8229
- Portfolic Manager albert shih@ubs.com
626-405-8245
‘ wynne. @ubs.com

o UBS

As a firm providing wealth management services to clients, UBS Financial Services Inc. offers both investment advisory services and brokerage services.
Imvestment advisory services and brokerage services are separate and distinct, differ in material ways and are governed by different laws and separate
arrargements. it is important that clients understand the ways in which we conduct business and that they carefully read the agreements and disclosures that
we provide to thermn about the products or services we offer. For more information wisit our website at ubs.com/workingwithus. @ LUBS 2018, Al rights
reserved. UBS Financial Services Inc. is a subsidiary of UBS AG. Member FINRASIPC . ciussaniresmes e mumnn

HW Legal Group, P.C.

Dennis Huang, Esq.
International Wealth & Tax Planning

Experience matters. Hﬂw'n?
i

living trusts.

an attorney who understands not only the
intersections and complexities of international tax law and estate planning,
but also cultural differences, is invaluable. HW Legal Group, PC, assists high-
net worth clients with dynasty trusts, foreign grantor trusts, off-shore
caorporation and trust planning, probate, irrevocable trusts, and revocable

Dennis graduated from the University of Pennsylvania Law School, obtained
his bachelor's degree from UCLA and is'a member of the California bar and

New York bar.

215 N. Marengo Ave., 5te.388 | Pasadena, CA 91101 | (B00) 823-0683 | Dennis@hwlegalgroup.com WeChat: dhuanglaw
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Thinking ahead.Making it happen.

Is Your CPA Behind all the numbers,

a CalCPA Member? people are the bottom line.
CPAs can help protect your money in today's tough economy, helping CalCPA Members. Trusted.
companies grow and families rebuild financial security. CalCPA At the heart of sound decision making.
members are California’s leading business and finance professionals

who stay on top of the accounting profession’s latest best practices,

trends and regulations. Make sure your CPA is a member of the o ca I CPA
California Society of CPAs. calcpa.org/join

SorerillcAdam

ARFSTFRAMMEZB30ELL L, EFEEAEETENSE
BPRE HEMMEA NIRRT ZEARBIRBEE.

EHERBECIE - 28, EA, B BE FEVERPERRER BMNATF
MR, BEFTEHAL, MBERES, FHRH, QFAESoxEH,
BTEFERIE (eer), BRBRLFES, LFLK.

Soren Mcadam B prw—(\g RN ERETEAE BYEE BEE
(18] b {1

i A—--lr =i - ':|.l
B HEZx EihgE 4EZLS HUXEJL#TL—- E

SorenMcAdam.com 909.798.2222 [rmm——ms
IBDO

2068 Orange Tree Lane, Suite 100, Redlands, CA 92374 ALLIANCE USA
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Where the
smart money goes

It's no secret why top talent from around the world choose USC Leventhal School of Accounting. We lat you leverags our
highly-ranked master’s programs to broaden your knowledge, build your network and invest in your future achievement.
Leventhal caters to your schedule, budget and needs with four exceptional degrees:

+ Master of Accounting

- Master of Accounting with an Emphasis on Data Analytics

- Master of Business Taxation

- Master of Business Taxation - Working Professionals {on campus and online)

with generous merit and diversity scholarships and a graduate placement rate of over 9o%, the calculation isn't
even close: USC Leventhal i the smart move for career success,

USC MARSHALL

SCHOOL OF BUSINESS
bt o0 o USCLeventhal

University of Southern California. Los Angeles, CA 90089- 0441 i
213.740.4838, macc. mbi@marshall.usc.edu School of Accounting

# K 35 36 BA P

LEAN Consultme Networks

» Transfer Pricing Initial Evaluation

» Transfer Pricing Planning & Report
» IRS Transfer Pricing Audit
» Business Valuation

» General Consulting
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""PF?EMIER MASTER PLANNED OFFICE ENVIRONMENT

Puente Hills

s HELEH
Cenfrally Located betwaen Los Angeles, Crange County and the Inland Empire

Loh » 626.912.7700
tletan §1,, Sulte 188, City of Industry, CA'91748

EBEHNBEARE

visit us atr www.arnel.com

Velur 3 3 {2 725 N PH 1 1 82 &

01. 5} / EEEFERDT - TRBELBEABRE?

02. ROUEERTH? [AEERREOM LM ?

03. Ekg?WFZMRISEINS? iy o .55 i 2 B )
04. i{AE i TMERSITLIE? 11/03 EM+, 2-5pm
05. EFo=E 11/11 2% 8, 2-5pm
06.

=XENRENE = Wi A0S
(1) BEITHBE2SEH - BRAASHDEERRRE [E] 35 A0
(2) BETHEFLIBBRER =
(3) SBBEERETRTERHSMENRS

Etcec byl B 3=t mmictiid=] ]
Sharon Lee EH# ' ZENIMIRERAE #01889522
WERE : SREETRE - BEFE - pEhAEE
BHE5 I : 626-696-5388 ; USAWIland@gmail.com

. )

Wik b oRATeh4E Wk A M R H 6 2 e | By Louis J. Glickman
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R - AR-BSIED-BABFR-SXBA

fE B R B

EPIA inc. 626-912-1988
3% B

angel peil

G BN RE RS

L BEEE LMK FEEIE

RS SRET —RIEE
BENBELL - S80NBREER
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GREEN M APLE

LAW GROUP iZE & E
U.S. & Canadian Immigration

= B @ mE XK B E

FREMEEEESRMEERE
WP :EB1REAT - L1 BEISE
EBS IRERRE - E2 IHE&EE -
O1 #5858 ~ H1 T{FsH:8 -

TR iy
BERNHEAS - PREN R emetm

BEAEMEE Danny Chen, Esq.

SERCOM R ﬂ** i, €77 Wistron

7871 ot S tkes f EuBH  EHER
= P FIAV iR K Bl RE IR

RN EREIRFEIEMAR !
R UEERES B —EEXBEREASN !

14795 Jeffrey Road #2071, Irvine CA 92618 & i&
626-548-8138 OFFICE@GreenMapleLaw.com
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(OC Accountancy Corp.
% et B OF B

Anthony Chen, CPA, MBA

P

At 3% 3 A & ot b b &

Sino-American Certified Public Accountants Association

'Ginger Chen, CPA, M.Acc

B * ‘%’f 7, @_ e Accounting & Tax Services
2082 Business Center Drive, Suite 175 T: (949) 988-3388 :
Irvine, CA 92612 F: (949) 988-3389

' E: anthony@ocaccountancy.com 3820 Del Amo Bivd., Suite 203 « Torrance, CA 90503
24002 Via Fabricante #222 W: www.ocaccountancy.com Tel: 310-793-0069 * Fax: 310-214-1188
Mission Viejo, CA 92691 WeChat ID: anthonychencpa E-mail: gingerchen.cpa@verizon.net
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15756 E. Colima Road '

Rowland Heights, CA 91748
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Those big
dreams of yours?
They’re ours, too.

cathaybank.com
800-922-8429
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2018 ESTATE AND GIFT TAX RATES

The top tax rate applicable to estates and living gifts will be subject to a

maximum tax rate of 40%.

2018 $11,180,000

$4,417,800 $11,180,000

CT, DC, DE, Hl, IL, 1A, KY, ME, MD, MA, MN, NE, NJ, NY, OR, PA, RI, VT, WA.

Other Estate and Gift Planning ltems

Annual gift tax exclusion $15,000
Annual gift tax exclusion for non-U.S. citizen spouses $152,000
Generation-skipping tax (GST) exemption $11,180,000
IRC §6166 2% limit for deferred estate tax payments $1,520,000
Special use valuation for qualified real property $1,140,000
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$0 to $10,000 $0 18%
$10,000 to $20,000 $1,800 20%
$20,000 to $40,000 $3,800 22%
$40,000 to $60,000 $8,200 24%
$60,000 to $80,000 $13,000 26%
$80,000 to $100,000 $18,200 28%
$100,000 to $150,000 $23,800 30%
$150,000 to $250,000 $38,800 32%
$250,000 to $500,000 $70,800 34%
$500,000 to $750,000 $155,800 37%
$750,000 to $1 million $248,300 39%
$1 million and up $345,800 40%

86 SACPAA



Quick Tour of Tax Cuts and Jobs Act of 2017

5F 9l B EEhEm
By Heidi Kwok, CPA, MBT and Alan Kan, EA

On December 22,2017, the Tax Cuts and Jobs Act of 2017 was signed into law, which ushered in extensive
changes in the US tax code, affecting many individual and business taxpayers. Some of the most important
changes are briefly discussed here. The new law by its formal name H.R.1 - 115th Congress (2017-2018) is a
186-page document, so by no means this is a comprehensive description. The aim of the tax changes is to cut
taxes to businesses and individual taxpayers, and simplify the tax returns, but as we will see, not everyone
benefits equally, particularly people living in high tax (and coincidentally “blue”) states such as California,
New York, New Jersey, Massachusetts, etc. Most changes became effective on January 1, 2018.

This article is written primarily with individual and smaller corporations in mind, so a lot of changes that
impact big C corporations are not mentioned. The headline changes in corporate taxes are first discussed
briefly, followed by more in-depth summaries for individual tax changes. I hope you find this article to be
informative and useful.

Overview of Corporate Tax Changes

The headline change in the tax reform bill is to make America more competitive in the global economy by
bringing the corporate tax rate down from a tiered-rate system with a maximum tier of 35% to a flat rate of
21% on all profits. This is not only a major simplification, but also the tax cuts put the United States in a very
competitive position to other major countries. Also, the US now uses the territorial system instead of the
worldwide income system. As well, the corporate AMT has been repealed. All the corporation tax changes are
permanent, unlike the individual tax changes which expire after 2025.

There are other changes too. While business-related meals can continue to be deducted by 50% (up to year
2025), entertainment expense is now disallowed. Also, 100% immediate expensing, or bonus depreciation, of
property with a recovery period of 20 years or less is allowed, such as machinery and equipment. This provi-
sion will start to phase out after 2022. Further, luxury auto depreciation limits are increased to approximately 3
times their prior limits. Moreover, 1031 exchanges can be done using real property only; tangible personal
property is not allowed.

Overview of Individual Tax Changes

Among the most prominent changes affecting individual taxpayers are the large increase in the standard
deductions, the elimination of personal exemptions, and doubling of the child tax credit. Also of significance
are the elimination of many itemized deductions, and major caps on other items such as state income and
property taxes. These changes aim to encourage the use of standard deductions, thus simplifying the tax returns
for many taxpayers. In fact, when the tax reform package was initially announced in a press conference, the
President and the House Speaker were touting ‘file your tax returns on a postcard.,” holding up a half-page size
tax return mock up. (Mind you that the 1040EZ is a 1-page form already.) However, while at the end it is
estimated that about 94% of taxpayers will choose to use standard deductions for their 2018 tax returns, up
from about 75% today, except for the simplest cases where the choice is intuitively obvious, many taxpayers
will still need to run through the mechanics of itemized deductions at least to some degree, to decide which
option gives them their lowest tax bills. Bear in mind that most of these individual tax changes are temporary
and will expire after 2025. Also, for items that are tied to inflation using the consumer price index (CPI) in the
past, a new way of calculating inflation called “chained-CPI” will be used, which reasons that when an item
gets too expensive due to inflation a less expensive alternative will be used instead, which results in a slower
inflation adjustment. Also, because many deductions, income brackets, and phase out thresholds for joint filers
are exactly two times the single filers’, the marriage penalty is almost eliminated.
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New Tax Brackets and Lower Tax Rates

A signature feature of the tax reform is in lowering taxes by reducing the tax rates. The table below shows the
new tax rates and brackets as compared to the old ones. IRS had published new withholding tables since
January of 2018 which should allow more take-home pay for many salaried earners.

Single 2017 Single 2018
10%  $0 - $9,525 10%  $0 - $9,525
15%  $9,526 - $38,700 12%  $9,526 - $38,700
25%  $38,701 - $93,700 22%  $38,701 - $82,500
28%  $93,701 - $195,450 24%  $82,501 - $157,500
33%  $195.451 - $424.950 32%  $157,501 - $200,000
35%  $424 951 - $426,700 35%  $200,001 - $500,000
39.6% $426,701 and over 37%  $500,001 and over
Joint 2017 Joint 2018
10%  $0 - $19,050 10%  $0 - $19,050
15%  $19,051 - $77.,400 12%  $19,051 - $77.,400
25%  $77401 - $156,150 22%  $77.401 - $165,000
28%  $156,151 - $237,950 24%  $165,001 - $315,000
33%  $237,951 - $424,950 32% $315,001 - $400,000
35%  $424.951 - $480,050 35% $400,001 - $600,000
39.6% $480,051 and over 37%  $600,001 and over
HoH 2017 HoH 2018
10%  $0 - $13,600 10% $0 - $13,600
15% $13,601 - $51,850 12%  $13,601 - $51,850
25%  $51,851 - $133,850 22%  $51,801 - $82,500
28%  $133,851 - $216,700 24%  $82,501 - $157,500
33%  $216,701 - $424.950 32%  $157,501 - $200,000
35%  $424 951 - $453,350 35%  $200,001 - $500,000
39.6% $453,351 and over 37%  $500,001 and over
Larger Standard Deductions and Child Credit, No More Exemptions

The new standard deduction nearly doubles to $12,000 (from $6,350) for single, $24,000 (from $12,700) for
joint, and $18,000 (from $9,350) for heads of households. Meanwhile, the personal exemption of $4,150 is
eliminated. For families without children, the new standard deductions are more than the old standard deduc-
tions plus personal exemptions. However, for families with dependent children, the total old standard deduc-
tions plus personal exemptions exceed the new standard deductions. For example, a family with 1 child will
have a total of $25,150 (=$12,700+3x$4,150) deductions under the old law, but only $24,000 now. To compen-
sate for this loss, the new child tax credit is increased to $2,000 (from $1,000) per qualified child under age 17,
$1.,400 of which is refundable. The phase out thresholds have also been increased substantially to $200,000
single/$400,000 joint (from the prior $75,000 single/$110,000 joint). For children older than 17 years old or
dependent elderly relatives, a non-refundable $500 credit is available, subject to the same phase out thresholds.
Overall, the new combination of higher standard deductions and increased child tax credits should result in
lower taxes for many families.

For those people who used to itemize their deductions in the past, when standard deduction is used now, those
items will become irrelevant now because they do not help in reducing their incomes. One such item is chari-
table contribution. With an expected increase in the use of standard deductions, there is concern that charitable
organizations may get hit with fewer donations because fewer people need to contribute for the purpose of
getting a deduction when they itemize. Whether this is going to happen or not is yet to be determined.
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Substantial Changes to Itemized Deductions
Deductible state and local taxes, known as “SALT,” are now capped to $10,000 total. This includes the state

income tax, property tax, and other local taxes. For states that have a high income tax rate, or high property
values such as California, New York, New Jersey, Massachusetts, this cap of $10,000 in total deductions will
result in much higher income levels and federal taxes for many people. For example, just the property tax alone
on a million-dollar home can be $10,000 or more at a 1% property tax rate. Granted, the majority of states in
the US do not have such high home prices, and many states’ income tax rates are low or even zero such as
Nevada; therefore, this cap may not be of any consequence to them.

Mortgage interests of primary and secondary residences combined are now deductible only up to loan amounts
of $750,000 (down from $1M) for new loans taken out after December 15, 2017. Loans prior to this date are
grandfathered and interests from up to $1M of loans are deductible. Interests from home equity mortgages of
up to $100,000 are deductible only if the loans are used for home improvement. If the home equity loan is used
to pay off other debts or to buy a car for example then the interest is not deductible. However, mortgage
interests of rental properties are still deductible in schedule E as a rental expense and there is no cap on the loan
amount. Similarly, property taxes paid as a business expense can be deducted in schedule C or the corporate
returns without the $10,000 limit.

For home owners who carry mortgages and pay property taxes, this one-two punch of SALT cap and lower
mortgage limit will result in higher taxes for those living in high-tax states. There have been efforts in these
states to reclassify state income taxes as charitable contributions so that they can be deductible; however, the
IRS has warned that this will not fly. Reducing the tax incentive for home ownership will also impact the
housing market particularly for expensive homes, and can shift the tipping point where renting may be better
than owning.

Other smaller changes to itemized deductions include medical expenses being deductible for amounts above
7.5% of AGI (down from 10%), and charitable contributions subject to a maximum of 60% of income (up from
50%).

Finally, the following deductions have been eliminated:
* Moving expense (except military)
* Tax preparation fees
e Unreimbursed employee expenses
e Union dues
* Investment expenses (not investment interests like margin interest, which can be used in
schedule A to offset the net investment gain)
e Casualty and theft loss (except in federally declared disasters)
e Other miscellaneous deductions previously subject to the 2% AGI cap
* Employer-subsidized parking and transportation reimbursement

529 College Savings Plan May Pay for K-12 Tuition

It is now possible to use money from 529 college savings plans to pay for private K-12 school tuition and
tutoring. Note that home schooling is not eligible. While college expenses include tuition, room and board, and
books, for K-12, only tuition is allowed, and there is a $10,000 limit per child per year. Also, different states
may have different interpretations from federal’s in terms of what are eligible K-12 education expenses so
check with the plan administrators before withdrawing.

Capital Gains Taxes
First, since short-term capital gains are taxed as ordinary income, with the reduced tax rates and tax bracket

structures, you are likely to pay less taxes on these gains.
Long term capital gains are taxed either at 0%, 15% or 20% as shown in the table below.
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Tax Rate Single Joint Head of Household Separate
0% $0 - $38,600 $0 - $77,200 $0 - $51,700 $0 - $38,600
15%  $38,601 - $425,800 $77,201 - $479,000 $51,701 - $452,400 $38.,601 - $239,500
20%  $425.,801 and over $479,001 and over $452 401 and over $239,501 and over

Pass-Through Entities 20% Deduction in Business-Related Income
With the big tax cuts in corporate taxes from 35% to 21%, it is only fair that other non-corporation business

entities such as sole proprietors, partnerships and S-corporations, otherwise also known as “pass-through
entities,” also enjoy a tax break. In most situations, a 20% deduction can be taken out of business-related
incomes. Exceptions are personal service professions such as lawyers, accountants, doctors, consultants, etc.
where the business’ success depends on the individual professionals. If their income exceeds $157,500
single/$315,000 joint then their 20% deduction is subject to phase out thresholds. There are additional excep-
tions that involve the calculation of W2 wages and the asset values of the business, which are much more
complicated. These details are beyond the scope of this article, and it is better to consult your tax professionals
for further information.

Repeal of the Individual Mandate in Obamacare

Starting in 2019, the penalty for not buying the minimum required health insurance is reduced to zero, effec-
tively repealing the individual mandate of Obamacare.

Changes in Alimony Treatment

For divorce agreements finalized after the end of 2018, alimony payments are not deductible by the payers and
not recognized as income by the recipients.

These Items Survived the Tax Reform

IRA and 401K deductions — However, IRA conversion is permanent and cannot be reversed

* Teacher’s unreimbursed classroom expenses up to $250 per year

Home sale exclusion of capital gains

3.8% net investment tax and 0.9% Medicare surtax

Child and dependent care credit for working parents

Up to $5,000 of pretax income can be set aside in a dependent care flexible spending account (FSA)
e American Opportunity Credit (AOC) and Lifetime Learning Credit

Student loan interest deduction

Gambling losses to offset winnings

1993 ~ 2018
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DISCLAIMER: This newsletter is for information purposes only and is not intended to be construed or used as general legal advice nor
is it @ solicitation of any type. The information is not intended to create, and receipt of it does not constitute, an attorney-client
relationship between you and Chang & Cote, LLP or any of its attorneys or an offer to create such an attorney-client relationship. The
information contained herein is not guaranteed to be correct, complete or up-to-date. It should NOT be relied upon or construed as
legal advice. You should not act or elect not to act based upon this information. Consult with your attormey.
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Chen & Fan Accountancy wishes our friends and colleagues at
SACPAA a successful 2018 Expo and Annual Gala event.

Cheers!

Headquarters/Los Angeles Office: Silicon Valley Office: San Diego Office:

9660 FLAIR DR., # 300, EL MONTE, CA91731 181 METRO DR., # 500, SAN JOSE, CA95110 6540 LUSK BLVD., # C242, SAN DIEGO, CA92121

Tel:(626)279-1688 Tel:(408)432-1218 Tel:(858)587-8889
FAX:(626)279-1888 FAX:(408)432-1212 FAX:(858)587-6689

WWW.CHENFANCPA.COM

RC Realty
Y B
Rita Chang
Broker/Owner/Notary Public
Lic. # 01005370

Bus: (562) 699-2898

73 B ¥F ®HER
DAVID J. CHANG, CPA, MBA

David J. Chang Accountancy Corp.
BBt o MBI « TEHKE

Bl
13181 N. Crossroads Pkwy. #180

13181 N. Crossroads Pkwy., Suite #180, City of Industry, CA 91746 City of Industry, CA 91746 Fax: (562)699-7588
Tel: (626) 369-4714 ¢+ Fax: (562) 699-7588 E-mail: ritachangbroker@gmail.com Cell: (626) 864-7614
E-mail: dccpa@mail.com Website: www.ritarealty.com WeChat/LINE ID: rerealty
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Sino-American Certified Public Accountants Association
8861 Katella Ave., Suite 100, Anaheim, CA 92804
TEL: 714-995-3700  FAX: 714-821-8061

MEMBERSHIP APPLICATION

Name (in English)

Name (in Chinese )

Mailing Address
City State Zip
Telephone Fax

Company Name (or Self-employed Name/DBA Name)

Business Address

City State Zip

E-Mail Address

Member Classification (Please check one of the following boxes):

|:| CPA Member Certificate Number State

D Associate Member Professional Area

D **Honorary Member Professional Area

Name of Referral

Applicant Signature Date

The lifetime membership fee for CPA member is $100 and for Associate member is $200. **No membership fee is
required for Honorary member. Please attach your check of $100 for CPA member or $200 for Associate member,
payable to Sino-American CPAs Association, for a life-time membership, and mail it with this application to:
Robert Chang, CPA
8861 Katella Ave., Suite 100, Anaheim, CA 92804
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