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THE FIRST TAX YEAR-END UNDER THE 
NEW TAX LAW IS NEARLY UPON US.

The most sweeping changes to the tax code in over 30 years have now been in force for 

eleven months and the consequences are first starting to be felt. As tax projections for the 

year end are prepared there are only a few weeks left to take actions that will save some 

money come April 15th. The following tax moves can cut your tax bill: 

1.     POSTPONE 2018 INCOME INTO 2019

2.   MAXIMIZING DEDUCTIONS FOR 2018 ITEMIZED VS STANDARD

3.   TAX-WISE PLANNING FOR 2018 AND BEYOND – Multi Year Planning

4.   CHOOSE THE RIGHT FILING STATUS

5.   CAPITAL ASSET SALES AND PURCHASES

6.   BE MINDFUL OF POTENTIAL ALTERNATIVE MINIMUM TAX LIABILITY

7.   CONSIDER MAKING NON-DEDUCTIBLE GIFTS TO FAMILY & OTHERS



No_1  POSTPONE 2018 INCOME INTO 2019

This can make sense if you believe you will be in a lower tax bracket in 2019 than you will be for 2018.  

Also, making the IRS wait for the tax on the amount of income deferred into 2019 will give you the use 

of that money longer.

But you should be cautious about this income-deferral strategy.  Unless you plan to retire in 2019 with 

lower income than you will have in 2018, estimating income for future years can be tricky and inexact. 

Also, although income tax rates were lowered for 2018, and are scheduled to remain at these same rates 

through 2025, there can be no assurances that these rates will not be raised before 2026. What Congress 

has done in one session, it can undo in another. Also make sure you aren't putting income out of your 

reach beyond the point at which you may need it.

No_2  MAXIMIZING DEDUCTIONS FOR 2018    

   Itemized vs. Standard

The various changes made by the TCJA are expected to mean that millions more taxpayers for the 

2018 tax year will be using the standard deduction rather than claiming itemized deductions. This is 

largely due to the increase of the standard deduction to $24,000 for married taxpayers filing jointly (up 

from $12,700); $18,000 for heads of households (up from $9,350); and $12,000 for single and married 

taxpayers filing separately.  While these larger standard deduction amounts will be advantageous for 

those that use them, it will mean that itemized deductions below these larger standard deduction 

amounts will be "wasted" for 2018. Other changes that will impact claiming itemizing deductions 

on the 2018 return include:

a)   Limitation of deductions for state taxes paid to $10,000.

b)   Elimination of miscellaneous itemized deductions subject to 2% floor (unreimbursed employee 

expenses, such as job travel, job education, union dues, investment fees, safe deposit fees, and tax prepa-

ration expenses).

c)   Casualty losses are eliminated, except for losses in federally declared disaster areas (such as the Cali-

fornia wildfires and Hurricane Michael).

d)  Interest on home equity loans (even those already in force), will not be deductible unless they are 

used to build, buy or improve the home.

e)  The mortgage interest deduction is denied on loan amounts of more than $750,000 (down from 

$1,000,000) for any mortgage acquisition debt incurred after December 15, 2017.

f)   Moving expenses are generally no longer deductible, except for those allowed under the special 

rules for such expenses of Armed Forces members on active duty.



No_3  TAX–WISE PLANNING FOR 2018 & 
   BEYOND – MULTI YEAR PLANNING 

Bunching deductions.  Despite the increased standard deduction and the restrictions on the de-

ductibility of the expenses listed above, planning for itemized and other deductions for the 2018 return 

can still lead to positive tax results.  For middle income taxpayers who will be shut out of itemizing 

deductions by the various TCJA changes, probably the best advice is to bunch two or more years' de-

ductible expenses into one year.  This can be accomplished, for example, by making twice the amount 

of a planned-for yearly contribution to a charity in order to "get over the hump" of the standard 

deduction amount.  If the increased contribution is made in 2018, the taxpayer will then probably rely 

on the standard deduction for 2019.  Such an alternating (multi-year) deduction strategy may lead to tax 

results that are superior to relying exclusively on the standard deduction.

Charitable contributions by upper income taxpayers.  High income taxpayers can benefit 

from the TCJA rule that increased the maximum itemized deduction for gifts to charities to 60% of 

adjusted gross income (AGI), increased from to 50% of AGI under prior law.  Such taxpayers may also 

benefit from the fact that for 2018 through 2025, the amount of their itemized deductions, no matter 

how large, will not be phased out because of their high income levels.

Contributions to traditional Individual Retirement Accounts (IRAs). A taxpayer who 

is under age 70-1/2 can wait until as late as April 15, 2019 to make a $5,500 tax deductible contribution 

to a  IRA. If the taxpayer is over age 50 additional "catch-up contributions of $1,000 can generally be 

made each year.

Conversion of a regular IRA to a Roth IRA.  Doing this will be a taxable transaction, but the 

tax rates are lower for 2018 than they were in 2017, and they may go up in the future. If a distribution 

from the Roth IRA is made after the five-year holding period is met, the distribution will be nontaxable.

Qualified charitable distributions.  Distributions from IRAs are generally taxable and charity 

is generally deductible. However if a taxpayer above the age of 70½ distributes funds from their IRA 

directly to a qualified charity, the income is not recognized in the first place (and, of course, there is no 

corresponding charity deduction). Showing lower gross income can be far more beneficial than includ-

ing the distribution in income and deducting the charitable contribution.

Pass-through business deduction.  The TCJA gives the owners of pass-through entities (sole pro-

prietorships, S corporations, and partnerships), a 20% deduction against their taxable incomes, which 

can be claimed even if the owners use the standard deduction on their individual tax returns.  This 

deduction does not apply to certain specified professional or service businesses (such as legal, account-

ing, consulting, or investment services) unless the taxpayer has a taxable income of less than $315,000 



(for taxpayers filing a joint return) or less than $157,500 (for all other taxpayers).  If a taxpayer owning 

one of these specified professional service business has taxable income exceeding these amounts, the 

bunching or delaying of business purchases or deductions within or across several tax years may qualify 

the deduction with respect to some tax years.

No_4  CHOOSE THE RIGHT FILING STATUS

Taxpayers must choose, and can change, their filing status each year. For married 
couples, filing jointly will almost always be right choice, except if:

• One spouse has large medical expense deductions that will be deductible if claimed on a separate 

return (these expenses being more than 7.5% of this spouse's AGI for 2018), but would be nonde-

ductible if both spouses' combined incomes would mean that the medical expenses would be less 

than 7.5% of their combined AGI.

• One spouse has certain federally guaranteed student loans that are in collection status and may be 

used to offset and capture joint income tax refunds.  If the non-debtor spouse files separately, the 

impact of the collection actions normally will be confined to the debtor spouse's separate return.

• If each spouse separately owns a pass-through business entity which qualifies for the new 20% 

deduction provision of TCJA, they should consider filing separately if spouse 1's business makes 

a qualified business income (QBI) profit, while spouse 2 incurs a QBI loss.  Filing separate would 

avoid the netting of the spouses' QBI income and loss, thus avoiding a reduction of spouse 1's QBI 

deduction, and might make a net operating loss (NOL) deduction available to Spouse 2.

No_5  CAPITAL ASSET SALES & PURCHASES

A taxpayer’s 2018 Form 1040 may benefit from tax-wise capital transactions made during the year. For 

example, capital assets, such as stocks sold at a loss, can be used to offset gains derived from profitable 

sales of stocks made during the year. Further, to the extent not offset by capital gains, capital losses of 

up to $3,000 may be deducted against ordinary income each year, with the amount of the excess loss 

being available for carryover to later years. Once sold at a loss, the taxpayer's ability to claim a tax loss 

on the sale will be forfeited if the stock is replaced with a substantially similar stock within 30 days, 

under the tax code's wash sale rules. Stocks sold at a gain can be replaced immediately; they are not 

covered by the wash sale rules.

In many situations it is beneficial to contribute appreciated stock to charity. The taxpayer generally receives 

a tax deduction for the full fair market value of the stock but does not need to recognize any capital gains.



No_6  BE MINDFUL OF POTENTIAL ALTERNATIVE  
    MINIMUM TAX LIABILITY

Fewer taxpayers should be subject to the Alternative Minimum Tax (AMT) in 2018 and beyond because 

the TCJA increased the AMT exemption amounts to $109,400 for married filing jointly, $70,300 for 

single or head of household, and $54,700 for married filing separately. These exemptions will begin to 

be phased out for AMT income of $1,000,000 for married filing jointly, and $500,000 for single, head 

of household, or married filing separately.  This is a complicated area of the tax code, and tax planning 

aimed at minimizing a taxpayer's ordinary income tax liability may well open the taxpayer to AMT 

liability.  Consultation with a qualified tax professional may be advisable.

No_7  ANNUAL EXCLUSION GIFTS

Besides any charitable gifts that a taxpayer makes, he or she should consider making gifts to family 

and other non-charitable donees before year-end, since a donor each year may give of up to $15,000 

per recipient free of gift tax, and such a gift will not be included in the recipient's income.  A gift of 

income-producing property can be advantageous, and may remove some of the property's income 

from the donor's Form 1040 for 2018.  However, the greater income tax advantage will likely not be felt 

until tax years after 2018. Annual exclusion gifts may also reduce the amount of the donor's estate to be 

taxed at death under the federal estate tax. 

The material appearing in this handout is for informational purposes only and is not legal, accounting or investment advice. Communication of this information is 

not intended to create, and receipt does not constitute, a legal relationship, including, but not limited to, an accountant-client relationship. Although these materials 

may have been prepared by professionals, they should not be used as a substitute for professional services. If legal, accounting, financial or other professional advice is 

required, the services of a professional should be sought.


