
Prior to the December 31 deadline, consider reviewing these options with your financial and tax advisors.

1. REBALANCING YOUR PORTFOLIO/HARVEST LOSSES. If 
the record-setting gains in the stock market this year have 
thrown the equity portion of your investment portfolio out 
of alignment, now is a good time review your overall asset 
allocation with your advisor to decide which asset classes 
might need trimming and which should be beefed up. If 
getting back to your target allocation involves selling stocks 
that have significant gains, you may be able to offset those 
gains and reduce your 2018 income tax bill through tax loss 
harvesting—selling investments that have lost value over 
time and using those capital losses to offset any capital gains 
(or, in the absence of gains, up to $3,000 a year in income).

2. MAKING ANNUAL GIFTS. This year you can gift up to 
$15,000 per person, to any recipient without incurring 
gift taxes. For example, if both you and your spouse take 
advantage of this annual gift tax exclusion, you can give a 
total of $30,000 to each of your children and grandchildren, 
without paying gift taxes, while also reducing the size of 
your taxable estate. As long as the gift doesn’t exceed the 
$15,000 limit, it will not count against your lifetime estate 
tax exclusion. 

3. MAKING YOUR CHARITABLE/PHILANTHROPIC GIFTS. 
Charitable giving has always been an excellent way to 
support causes that are important to you, while also 
reducing your income taxes. But this year you may want 
to take a closer look at your giving strategy with eight 
years into a bull market and with stocks at record highs. If 
you must sell some highly appreciated securities in your 
portfolio to correct an imbalance, now might be a good time 
to donate those securities instead (rather than making a 
cash donation), because you won’t pay taxes on the gains if 
they go to a qualified charity.   

4. CONTRIBUTING TO A DONOR ADVISED FUND. Creating 
and contributing to a Donor Advised Fund (DAF) for 2018 
may be another good move if you decide to accelerate 
your charitable giving. Because a DAF allows you to make 
a single large contribution each year that can be paid out 
later, over time, to the charities of your choice, you don’t 
have to make the decisions about which charities to support 
right away. 

If you donate appreciated securities to a DAF, you can get 
an income tax deduction (in the current year) based on 
the fair market value of those securities while avoiding the 
capital gains tax impact of selling them outright.

 5. TAKING YOUR REQUIRED MINIMUM DISTRIBUTION 
(RMD). If you are age 70 ½ or older, you must take your 
required minimum distribution (RMD), based on the value 
of all of your traditional IRAs and 401(k)s, by December 31. 
If you miss the deadline, the penalty is 50% of the amount 
that should have been withdrawn. The exception is if you 
turned 70½ this year. In that case, you can delay taking 
your RMD until April 1, 2019. 

If you don’t need the money and want to avoid paying 
income taxes on it, you can make a Qualified Charitable 
Distribution of up to $100,000 directly from your IRA to 
a qualified charity instead. While the distribution counts 
toward your RMD and is income tax-free, it is not eligible for 
a charitable deduction. 

6. MAXIMIZING CONTRIBUTIONS TO TAX-ADVANTAGED 
RETIREMENT ACCOUNTS. Make sure you’re taking full 
advantage of any company-sponsored retirement plans 
available to you now. Beyond contributing enough to capture 
any company match, consider contributing the $18,500 
maximum for 2018, plus the $6,000 catch up amount 
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if you’re age 50 or older. In addition to maximizing your 
retirement account contributions, talk to your financial 
and tax advisors about the potential benefits of converting 
an existing IRA to a Roth IRA. You can also contribute to a 
Defined Benefit Plan up to $220,000.

7. REVIEWING EMPLOYER-PROVIDED BENEFITS 
INCLUDING FSAs AND HSAs. With open enrollment 
for employer-provided health and welfare plans taking 
place this month, now is the time to use this “window of 
opportunity” to compare plans and coverage to make sure 
the ones you select still meet your needs, especially if your 
personal or family situation has changed.

During open enrollment you can change to a different 
medical or dental insurance plan to increase coverage 
or lower costs. You can also choose to enroll in a high 
deductible health plan and Health Savings Account (HSA) 
option if one is offered. Any money left in these plans at year 
end has the potential to grow tax-deferred, and won’t be 
taxed when it’s withdrawn in the future to pay for qualified 
medical expenses.

In contrast, a Flexible Savings Account (FSA) may require 
you to use the money you put into it by the end of the 
calendar year—or lose it. While new rules allow employers 
to let you carry over $500 or take an extra two and a half 
months to use the funds, your employer is not required to 
give you these options. Please check your plan to see what 
flexibility you have, and what expenses your FSA covers.

8.  PREPAYING EXPENSES TO INCREASE YOUR TAX 
DEDUCTIONS. Prepaying property taxes, mortgage 
payments, medical bills, or estimated state or local income 
taxes may give you additional itemized deductions that can 
reduce your taxable income. In addition, the Tax Cuts and 
Jobs Act provides reduced tax rates for small businesses 
(earning less than $315,000 for joint filers) organized 
as pass through entities (partnerships, S corporations, 
LLCs, and sole proprietorships). Prepaying or accelerating 
business deductions may help you reduce your taxable 
income and qualify for lower tax rates. 

9. DISTRIBUTING TRUST ASSETS TO BENEFICIARIES. 
Trusts reach the top tax brackets more quickly than 
individuals do. If you’re the trustee for a trust that gives 
you some discretion over when income is distributed to 
beneficiaries, consider making those distributions before 
year end, rather than having the trust taxed at the higher 
trust-level tax rate. Consult your financial advisor, trust 
officer, trust administrator, or tax preparer for guidance.

10. MANAGING CHANGES IF YOU’RE RECENTLY MARRIED. 
If you got married this year, don’t forget to check in with 
your tax advisor. While some changes you need to make, like 
notifying the IRS and Social Security about your new name 
and address, are just “good housekeeping” practices, others 
can affect the amount of taxes you’ll pay. For example:

 While you may have been able to deduct up to $3,000 of 
capital losses on your tax return when filing as individuals 
in the past, a married couple filing jointly is limited to a 
total $3,000 loss. A married couple filing separately is 
limited to a $1,500 loss.

 Conversely, filing jointly with a new, non-working spouse 
could mean an opportunity to reduce your withholding 
or estimated tax payments. 

 Remember, because your tax filing status is determined on 
the last day of the tax year, you and your new spouse will be 
treated as “married” for the entire year, and can no longer 
claim “individual” filing status, regardless of when you got 
married. Instead, your filing choices for this year’s return will 
be “married, filing jointly” (where incomes and deductions 
are combined) or “married, filing separately,” which can be 
more complicated in community property states. If you have 
one, the terms of your prenuptial agreement can also affect 
your filing choice.

11.  529 PLANS.
 Review asset allocation and explore possibility of front 

loading gifting (up to 5 years), which would allow for a 
$75,000 contribution per donee ($150,000 contribution 
per donee for a married couple). Starting this year, 529 
funds can be used for qualified K-12 education expenses  
up to $10,000 per year.
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