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2019 Tax Updates
We hope that 2019 has been a happy and prosperous year for you and your family. It’s been an interesting year with a few important tax changes that will impact you. Here are some of the changes and issues you need to know about. 
· 2019 Personal Tax Return Filing Deadline:  April 15, 2020.

· 2019 IRS Individual tax changes:
· The standard deduction is $24,400 for married taxpayers filing jointly, $18,350 for heads of household, and $12,200 for all other individuals.
· Child tax credit: $2000 per child. $1400 refundable, $600 non refundable. Child must have SSN. If you don't have a child, you may be also qualified for $500 of non refundable child tax credit.
· Health care: There is no Federal health care penalty in 2019.  However, California will charge an individual who fails to secure coverage an annual penalty of $695 or more when they file their 2020 California tax return in 2021.
· Virtual currencies: In 2019, the IRS started sending letters to taxpayers with known virtual currency accounts and now requires taxpayers, on their 2019 income tax return, to affirmatively declare whether they engaged in any virtual currency transactions during the year. Currently, there is no FBAR reporting for virtual currency if it’s in a foreign country
· Solar credits: The 30% credit for installing solar property on your personal use properties (primary residence, vacation home) is reduced to 26% for property installed after December 31, 2019. The credit drops to 22% for property installed after December 31, 2020, and no credit is available if the solar property is installed after December 31, 2021.

· Medical expenses: For 2019, the federal medical expense deduction threshold increases to 10%. California does not conform to the increased threshold. The threshold is 7.5% for California purposes for 2019. 

· Mortgage interest deduction: For tax years 2018 through 2025, it is limited to loan balances of all personal residence mortgages held up to $750,000. Loans in place before 12/15/2017 are grandfarthered under the old law - up to $1 million. Interest on home equity debt is not deductible for tax years 2018 through 2025, no matter when the debt was incurred.

· The limit on charitable contributions of cash has increased from 50% to 60% of AGI.

· 2019 Foreign Earned Income Exclusion $105,900 per taxpayer. The 2020 exclusion amount is $107,600. California does not conform to the foreign-earned income exclusion.
· Alimony is no longer deductible or taxable for divorce agreements signed after 1/1/2019.

· IRC §199A Deduction: If you receive income reported from any of the following sources, you may qualify for this 20% deduction: 
· Sole proprietorship business (including statutory employees); 

· S corporation; 

· Partnership or limited liability company (LLC); 

· Real estate investment trust (REIT); 

· Publicly traded partnership (PTP); 

· Estate or trust; 

· Rental property; or 

· Farm or fishing boat.

· There is no change on the exclusion of gain from sale of your main home. You may qualify to exclude up to $250,000 ($500,000 if married filing jointly), if you owned and used it as your main home during at least 2 of the last 5 years before the date of sale.
· Estate and Gift Tax Exclusion Amount: 2020: $11.58 million. It will be 5 million after 2025. The annual exclusion for gifts is $15,000 for 2020. 
· 2019 and 2020 Traditional IRA Contributions Limits: $6,000 or $7,000 if Age 50+. The due date to make contribution is 04/15/2020. For taxable years beginning after 12/31/19, taxpayers over age 70½, with earned income, can continue to contribute to a traditional IRA.
· FBAR violation penalty is $12921, CA $10000 for 2019.

· The filing deadline for 2019 W-2s and 1099 forms is 01/31/2020.
· Business Federal Tax Returns' Due Dates for calendar filers:
· Partnership (Form 1065): due on 3/15/20 and 09/15/20 with extension. 
· C Corporation (Form 1120): due on 4/15/20 and 10/15/20 with extension.  

· S Corporation (Form 1120S): due on 3/15/20 and 09/15/20 with extension.
· Non-Profit (Form 990): due on 5/15/20 and 11/15/20 with extension.
· Business Entertainment Expenses is no longer deductible. Remember to separate the entertainment costs from meal and travel bills. You may use an app, like Deductr or FreshBooks to help you track those kinds of business expenses.

· 2019 Standard Mileage Rates:

· 58.0 cents per mile for business miles driven (57.5 cents in 2020)
· Employee may use the per diem if employer has a reimbursement policy.

· 2019 401(k) Employee Contributions Limits: $19,000, $25,000 if Age 50+. 2019 IRA contribution limit: $6,000 up to age 50, $7,000 for age 50+.
· 2020 401(k) Employee Contributions Limits: $19,500, $26,000 if Age 50+. 2020 IRA contribution limit: $6,000 up to age 50, $7,000 for age 50+.
· Assembly Bill 5 (California): Under this new State law, many workers previously classified as independent contractors are now employees under California law. Please check the below ABC Test to see if you have misclassification:

1. Worker is outside the usual course of the hiring entity’s business. 

2. Worker free from control and direction

3. Engaged in independently established business
· California District Tax Collection Requirements: Effective April 25, 2019, AB 147 and SB 92 require retailers that make over $500,000 of sales in the state to begin collecting and remitting all district use taxes for sales made to customers in any district in the state, even if the retailer does not: (1)Meet the threshold in the district in which the customer is located; or (2)Have physical presence in that district.
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Note:  

· If you need 2019 organizer to prepare your tax information,  please email your request to achen@lighthouse-cpa.com.
· 如果需要2019年的organizer來準備您的報稅信息，請發郵件到 achen@lighthouse-cpa.com 來索取表格。
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