
TAX NEWSLETTER
The latest tax news and updates for the upcoming filing season
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Welcome to 2019! 

We enter the 2018 tax filing season with the most significant tax 

legislation in over 30 years, the Tax Cuts and Jobs Act of 2018. 

 Following years of nibbles and bites at changes in the rules over the 

past 5-10 years, we’re now confronted with rule changes that affect 

nearly every type of taxpayer from C corporations to us as 

individuals.   

Be assured, we’re here to help you as we have been for 32 years 

now.  That span of time has seen an evolution from largely paper- 

filed returns to largely software/computer generated returns.  But 

the constant in time is that knowledge of the rules as applied to your 

situation remains very much a customized application that artificial 

intelligence has yet to master.   We’re prepared to look in every tax 

corner to help you, as we’ve always done, and above all, we expect to 

serve you personally to give you every advantage of the law we can 

advise. 

 

In this letter, you’ll see a lot of information on the new provisions, 

and suggestions for tax thoughts forward into 2019.  We’re happy 

to provide more detail to you with your inquiry by phone or email. 

 

We’re here to serve you and deeply appreciate your continued 

relationships with us!  For all of us at Batson Accounting, it’s all 

about helping you personally to navigate the rules and procedures to 

minimize your tax, maximize your benefit, and walk the path farthest 

away from IRS. 
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Processing Your Returns

 The basic rule is that corporate returns are due March 15th and personal returns are due April 

15th.  Extensions of time to FILE are automatically available upon request of the taxpayer until 

September 17th for corporate returns and October 15th for personal returns. 

 

However, the extension of time to file is not an extension of time to pay.  If you owe taxes, the 

amount must be paid by April 15th to avoid penalty.  As long as the amount due is paid, you can 

wait until later to actually prepare the returns and file.   

 

In a lot of cases, it can be a good idea to extend returns, particularly if there are complexities 

involved, forms are received late and/or there are life issues that cause the need to extend.  We’re 

happy to help you.   

In many cases, the most efficient process is for clients to review/complete the organizer package 

sent to you, enclose source documents and deliver the package to our office.  We can get the work 

in process quickly and can follow up with questions/requests/suggestions and results by phone.   

Even in high season (mid-March to mid-April), we’re usually able to complete processing in 10-14 

days, but that can be delayed the later we go into the season.  We are thorough in our preparation 

and review of your work and we appreciate your patience as we do our best to serve you personally. 

  

 

Where there are more complex considerations, or where there is more comfort for you in a face-to- 

face meeting and for long term clients, please arrange a meeting with Ray, Tyson or Paul by calling 

or emailing Alicia for a time. (Alicia@batsontax.net). 

Angela Gravley – Office Manager/Staff Accountant/Payroll/Taxes  

Alicia Wideman – Accounting/Administrative Assistant/Appointments 

Tyson Byrd – Staff Tax Analyst/Preparer 

Ray Harris – CPA/Tax Manager 

Ann Batson – Administrative/Tax Return Compiler 

Leslie Stewart – Adjunct Tax Analyst 

Stephanie Wactor – Adjunct Tax Analyst 

Paul Batson – Principal/Long Term Holdover 

We’re staffed better than ever to serve you during tax season!  Here’s the lineup: 

For appointments 

and phone 

consults, Alicia 

will make 

arrangements for 

you. Call her at 

235-6824. 

Extended Tax Returns – What's Involved?
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How Do The New Rules Affect Tax Preparation Fees?

Unfortunately, the new rules, forms, and compliance requirements will require additions of time to 

every tax return we prepare for 2018.  All the new rules, all the applications to personal and 

business situations have changed.   Please be aware that our rates will be increased at least 8% 

simply because of the new complexities.  Hopefully, we’ll find tax benefits to offset the additional 

time involved, but this will be the most complicated tax season we’ve faced together in many years. 
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What We'll Need 
For Your Filing...

As We Process 
Your Returns...

We will call or email to seek additional information as necessary; 

We will call or email to let you know of alternatives and final results; 

We will prepare your package for return to you with your source documents and prepare 

your filings for efile. 

To Finalize & 
E-file...

Please pickup your tax package and sign the EF Authorization form, if applicable. 

 Otherwise, paper filings will have been prepared for you; 

Payment is due at the time of pickup (unless prior arrangements have been made); 

We will electronically file your returns as applicable.   

Please allow 2 
weeks for 
processing 

returns 

Please provide your source documents and organizer with any updated personal information. 

 You don’t have to fill out all the organizer but it’s helpful; 

Please sign the engagement letter ( we cannot do the returns without this); 

Please let us know if you would like a PDF copy when we complete the returns ($15 charge). 

Auto Expenses & 
Standard Mileage Rates
IR-2018-251, December 14, 2018 

 

WASHINGTON — The Internal Revenue Service today 

issued the 2019 optional standard mileage rates used to 

calculate the deductible costs of operating an automobile 

for business, charitable, medical or moving purposes. 

 

Beginning on Jan. 1, 2019, the standard mileage rates for 

the use of a car (also vans, pickups or panel trucks) will be: 

 

* 58 cents per mile driven for business use, up 3.5     cents 

from the rate for 2018, 

* 20 cents per mile driven for medical or moving  

 purposes, up 2 cents from the rate for 2018,  

* 14 cents per mile driven in service of charitable  

 organizations. 

 

The business mileage rate increased 3.5 cents for business 

travel driven and 2 cents for medical and certain moving 

expense from the rates for 2018. The charitable rate is set 

by statute and remains unchanged. 

Meals and 
Entertainment

Under the Tax Cuts and Jobs Act of 

2018, entertainment expenses are no 

longer deductible.  Business meal 

deductions remain.  What’s important is 

that for businesses, tickets to football 

games, basketball, etc. are not 

deductible nor are tickets to the Peace 

Center or the Well for clients.  Meals at 

those events are still deductible, 

however.   

 

But be reminded, sales employees who 

are not reimbursed for these events will 

suffer because of the removal of 

miscellaneous itemized deductions, 

which makes none of this deductible. 

 The lesson is to be reimbursed form 

your employer for anything that is a 

business expense for you. 
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What's New- The Basics for Personal Filings
It is impossible to spell out all the changes in this newsletter, but here are some of the major 

provisions with brief notes: 

 

1. The standard deduction has been practically doubled from the 2017 amounts.  This will mean 

that   many will no longer find it beneficial to deduct charitable contributions or mortgage interest      

 expense.  More folks will find it beneficial to take the standard; 

 

2. Personal exemption deductions ($4,050 per dependent in 2017) are disallowed.  A family of 4 

will lose $16,200 in deductions.  However, the State of South Carolina will still allow this deduction 

which requires an adjustment to federal income; 

 

3. The child tax credit for families with children under 17 has been increased to $2,000 per child 

vs $1,000.  A really important change is that the income threshold for allowance of the credit has 

been increased to $400,000 MFJ ($200,000 other)  Up to $1,400 per credit can be refundable as 

the additional child tax credit; 

 

4. A new dependent credit of $500 is now available for other qualifying dependents under certain 

instances (parents, dependent children who are over 17); 

 

5. The itemized deduction for state, local and personal property taxes is now limited to a 

maximum of $10,000 no matter how much was actually paid.  Folks with expensive real estate 

taxes or high state taxes will lose considerable amounts previously fully deductible; 

 

6. Miscellaneous itemized deductions have been totally eliminated.  No more deductions available 

for unreimbursed employee travel or meals expenses, no more DOT per diem deductions for truck 

drivers and ship pilots; no more deduction for employee home office expense; no more deduction for 

tax attorney fees or tax preparation fees or tax software or magazines or investment management 

fees; 

 

7. For 2018, most tax rates have been reduced.  Please see the separate section of our letter for the 

new rates and brackets. 

 

Additionally, there are new considerations for deductibility of home mortgage interest, alimony 

payments, and medical expenses.   

 

On all these matters, we’re here to help you navigate the changes personally for you. 
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Should You Itemize or Take the Standard Deduction?

We won’t know the answer to that question unless you give us the same detail 

that you’ve provided before.  For tax preparation, we encourage you to send 

us the same receipts for deductions that you’ve always sent, tax receipts, 

charitable contributions, medical expenses, other tax expenses and mortgage 

interest expense.  But forget the unreimbursed employee expenses or per 

diems or other miscellaneous itemized deductions as they are no longer in play. 

 

We’ll advise you of what works best for you between the higher standard 

deduction and itemized deductions, and this will also provide some guidance 

for us specifically for you going forward into 2019. 

The New Post Card Form 1040

The attempt to create a simpler Form 1040 resulted in a brand new form that has 

fewer lines than previous filings.  However, it resulted in the creation of 6 totally 

new forms to support the new Form 1040!  Brand new are: 

Schedule 1 – Additional Income and Adjustments to Income 
Schedule 2 – Tax 
Schedule 3 – Non Refundable Credits 
Schedule 4 – Other Taxes 
Schedule 5 – Other Payments and Refundable Credits 
Schedule 6 – Foreign Address and Third Party Designee 

Any consideration of simplification was totally lost in the TCJA of 2018.  It is the most 

complicated body of new tax law in decades.  There is no chance that anyone’s tax filings 

will be simpler for 2018. 

SC Gas Tax Credit
If you have receipts for all your gas purchases in 2018, please provide us the total 

of the gallons you purchased.  We will compute the credit allowable to you, which 

will be a very small amount. 
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The New Section 199A Business Deduction (20%)
Of all the changes, one of the most significant and complex is the new 20% deduction for qualified 

business income.  The intention of the law is to allow a 20% deduction against the profits of a pass 

through business (S corporation, partnership, farm, rental, sole proprietorship).   There are limitations 

on who can take the deduction as well as taxable income thresholds. 

 

The 199A deduction gives the owners of certain pass-through entities a deduction equal to 20% of 

qualified business income.  Wages from your business are not Qualified Business Income.  Also, 

income from specified service trade or business income (SSTB) is not eligible.  This applies to a trade 

or business in the fields of health, law, accounting and investment management (and some others) 

where the principal asset is the reputation or skill of one of its employees.  However, the SSTB 

limitation does not apply if a taxpayer’s taxable income otherwise is below $315,000 MFJ and 

$157,500 all other.   

 

As taxable income grows, the rules get more complicated if you own a specified service trade or 

business (SSTB).  Single folks with taxable income above $157,500 or married filing jointly with 

taxable income of $315,000 will need special rules to gain a partial benefit under the §199A rules. If 

a taxpayer’s income exceeds these income thresholds, the deduction gets limited to either (1) 50% of 

the W-2 wages paid by the pass-thru or (2) 25% of the W-2 wages paid by the pass-thru plus 2.5 % 

of the qualified property’s original cost, whichever is higher. 

 

Not included in qualified business income is capital gain income, dividends, interest income and 

guaranteed payments to partners.   

 

There are many, exceptions, interpretations and as yet unknown issues associated with this new 

addition to the tax code much too detailed to include in this newsletter.  Suffice it to say, we will help 

you determine whether, how and how much Section 199A will affect your returns.   

 

Example 1. Taxpayer is a shareholder in an S corporation that is not an SSTB, is married filing 

jointly, and has taxable income of $275,000.  His share of qualified business income is $200,000 in 

addition to the $275k.  His Section 199A deduction is 20% of $200,000 or $40,000.  The $40,000 

will be used to reduce his total taxable income.   

 

Example 2.   Taxpayer is an LLC owner taxed as a sole proprietorship in retail sales.  She files MFJ 

and has taxable income of $185,000 before consideration of QBI of $80,000.  She will be eligible for a 

$16,000 deduction against total taxable income. 

 

Example 3.   Taxpayer is an employee of an S corp and has taxable income of $675,000 before 

consideration of other taxable income.  She also has qualified business income from a non-SSTB 

business in the amount of $225,000 and rental income of $15,000.  She files MFJ.  She will be able to 

aggregate the business incomes but will be phased out of some amounts of the Sec 199A deduction 

because taxable income exceeds $315,000.  The calculations are very detailed. 



Mortgage Interest Deduction.  For mortgages engaged after 12/31/17, interest is deductible on 

mortgages not exceeding $750,000, as opposed to the current limit of $1,000,000; 

Mortgage Interest Deduction for Second Homes.  Still allowed within the lowered caps; 

Home Equity Interest Deduction.  Eliminated totally after 12/31/17; 

State and Local Tax Deduction.  After 12/31/17, reduced to a maximum of $10,000.  This affects the 

deduction for state taxes paid through withholding and estimated taxes, property taxes on homes and 

personal property, and the general sales tax deduction if applicable; 

Miscellaneous Itemized Deductions subject to 2% Floor.  After 12/31/17, these are totally repealed.  No 

longer allowed are deductions for investment management fees, unreimbursed business expenses, home 

office expense (in some cases), tax preparation fees, union dues, uniforms and certain legal fees.  This will 

affect some sales people and transportation industry employees, particularly (see next page for more 

details); 

Alimony.  No alimony payments will be deductible for divorce instruments executed after 12/31/18. Same 

applies to alimony received, it won’t be taxable income.  Structures in place before then remain deductible 

as payments and taxable as alimony received; 

Child Tax Credits.  After 12/31/17, the child tax credit increases from $1,000 per child to $2,000 and up 

to $1,400 of that will be refundable.  Qualifying children must be under age 17 and must be dependents of 

the taxpayer;   

Credit for Qualifying Dependents other than Children.  New.  There will be a credit of $500 for 

dependents such as parents or older children still at home; 

Student Loan Interest.  Still deductible with limits; 

Sec 529 Plan Use Expansion.  Now up to $10,000 per student is allowed in distributions for use with K- 

12 education.  Previously, Sec 529 plans were only for post-secondary education; 

Estate Tax Exclusion Doubled.  For decedents after 12/31/17, the exclusion of taxable estate assets is 

now $11 million per person; 

Individual Mandate.  For penalties assessed after 2018, the penalty for failing to have health insurance 

will be $0.  The penalties will still apply for the 2017 tax year; 

ACA Taxes.  The 3.8% net investment income tax (NII) and the Additional Medicare Tax on 

compensation of .9% were not repealed and will exist as of now; 

Corporate Tax Rates.  Reduced from a max of 35% to 21% starting in 2018; 

Bonus Depreciation.  Increases from 50% to 100% for property placed in service after 9/27/17; 

Vehicle Depreciation.  There is an increase in the allowable amounts of depreciation for business 

automobiles after 12/31/17.  First year depreciation will be up to $10,000 (from current $3,160) and 

there are similar increases for subsequent years; 

Sec 179 Expensing.   Goes to $1 million for qualified purchases; 

Pass Through Entities.  Owners of certain partnerships, S corporations and sole proprietorships will be 

able to deduct up to 20% of net income subject to other limitations.  But rules will prevent some pass- 

through owners like doctors, lawyers and accountants from using the deduction unless taxable income 

levels are below $315,000.  There is much more detail on this that we can provide at your request; 

Phase Out of Itemized Deductions. Suspended for tax years 2018 through 2025.  Higher income 

taxpayers may now deduct all of their itemized deductions. 

Notes on the Tax Cuts and Jobs Act
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A NOTE FROM PAUL

Truly, this tax season will be among the most challenging we have faced in many 

years.  The Tax Cuts and Jobs Act of 2018 introduced many changes as we’ve noted 

in this letter.  While many already know roughly how the changes will affect them, 

others will be surprised to learn their miscellaneous itemized deductions have been 

removed or their property tax deductions will be limited or their personal exemptions 

have been deleted.   

 

However, there will also be surprises on the plus side to those who make hundreds of 

thousands of dollars and discover their overall tax rates are lower than before, and 

they owe less than before.  Some folks making less than $100,000 will find 

themselves penalized by the lack of deductions without enough change in the rates to 

help.   

 

It will be an interesting season!  Our processes will remain similar to those in prior 

years, and our staff is eager to serve you.  We’ve spent a great deal of time in 

preparation for all the new provisions and we look forward to applying the new rules 

to your situation personally. 

 

For many of you, when I told you of your results last year, I also ran a forecast to tell 

you roughly what effect there would be on you this year, so many of you have had a 

“heads-up” already.  I’ll certainly do the same again as we finish the 2018 returns for 

you.   

 

It’s always so gratifying to me to see and speak with so many of you who have been 

with us for long periods of time.  One lady that I hadn’t seen for 20+ years recently 

stopped by and shouted “you got white hair!!”  Well, yes, and a few wrinkles as well, 

but I’m delighted to be able to serve you another year, now the 32nd.  It is hard to 

believe that we’ve been in the Washington Park building now for 22 years.   

 

From now until April, the days will be long for us and 7 days a week usually, but 

we’re delighted to serve you and look forward to helping you through this very new 

tax year.  I deeply appreciate the personal relationships developed with each of you!   

 

 

 

Paul Batson 

Due to liability and confidentiality issues, we are unable to send tax returns to third parties 

directly.  We will, however, be happy to send a PDF copy of your return to you for this purpose . 

 We’ll continue to assist you and will help with the paperwork. A fee applies. 

DISCLOSURE OF INFORMATION 




