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1. Many deductions suspended or limited: The Tax
Cuts and Jobs Act of 2017 (TCJA) ushered in lower
tax rates across the board, but it also suspended
many familiar tax deductions claimed by individuals
such as the one for state and local taxes (which is
now limited to $10,000). With the loss of so many
deductions, taxpayers may find themselves facing
an unexpected tax bill in April 2019. Make sure
your tax withholding and estimated payments are
sufficient so as to avoid an unexpected surprise. 

2. Consider converting a Traditional IRA to a Roth
IRA: Given the lower current income tax rates, now
might be an appropriate time to consider conver-
sion of your traditional IRA to a Roth IRA. Although
the amount converted will be taxable income,
funds in a Roth IRA can be withdrawn down the
road tax free by you or your beneficiaries and 
are not subject to required minimum distributions
during your lifetime. An interesting twist to this
strategy might be to pair your taxable Roth conver-
sion with a substantial charitable gift (like a gift 
to a Donor Advised Fund or a Charitable Lead
Trust), the deduction from which could be used to
offset the taxable effect of the IRA conversion. 

This is an elegant way to accomplish multiple 
goals through one well-considered, unified planning
approach. 

3. Bunch charitable deductions in one year to 
meet new thresholds: Most taxpayers will avail
themselves of the new standard deduction of
$12,000 per individual and $24,000 per married
couple given the changes in deductions mandated 
by the new Tax Law. However, for those with
greater charitable interests, consider making
larger charitable donations in 2018 or bunching
multi-year donations into one year to make up 
for other lost deductions. An interesting way to fulfill
longer term charitable intent and maximize the de-
duction in a single year is by giving a larger amount
than usual to a Donor Advised Fund (DAF). Donat-
ing appreciated stock to a DAF is the most tax 
efficient way to give as it allows you to deduct the
fair market value of the shares and avoid a capital
gains tax. Gifts to individual charities from a DAF
can be made in smaller amounts over time. Note:
Total itemized deductions must exceed the new
standard deduction ($12,000/single and $24,000/
married filing jointly) to be deductible. 
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As we enter the last two months of 2018, we want to ensure you are focused on year-end tax
planning and are as well-prepared as you can be. Recent tax rate reductions notwithstanding,
you may experience fewer state and local tax, charitable and mortgage deductions. As a result,
you may end up paying more—not less—in taxes for 2018. 

Here are 13 strategies to help you identify potential issues and inform your next steps. 



4. Make a Qualified IRA Charitable Distribution:
The TCJA made permanent the rule that allows IRA
owners over age 70 1/2 to donate up to $100,000
of their Required Minimum Distribution (RMD) 
directly to charity without paying tax. This is known
as a Qualified IRA Charitable Distribution (QCD).
Married couples also can take advantage of this rule
for a total of $200,000 per couple if both are over
age 70 1/2. The QCD must go directly to a qualified
charity and is not taken into income by the IRA
owner. Under current rules, DAFs and private foun-
dations are not qualified recipients. To qualify for
this year, the QCD must be made by December 31.

5. Mortgage interest deduction: If you have a home
mortgage, you can still claim a mortgage interest
deduction. Existing mortgages up to $1 million are
grandfathered. Interest on new mortgages up to
$750,000 also will be deductible under the TCJA.
Subject to some limitations, the new law allows you
to refinance and keep the deduction on a larger
mortgage. However, interest on home equity loans
is not deductible, unless specifically earmarked 
for home improvements. 

6. Deduction for qualified business income: Ask your
accountant if you are able to take advantage of 
the 20% deduction for qualified business income
under section 199A. It’s a new section of the tax
code that allows for significant tax savings for small
business owners who operate using pass-through
tax structures like partnerships, LLCs, and certain 
S corporations. However, the new rules are ex-
tremely complex. 

7. C Corporations—21% tax rate: Consider whether 
a C corporation is a better tax structure for your
business. Under the TCJA, the corporate income
tax rate was permanently changed from 35% to
21%. However, watch out for tax traps if you ever
want to get out of this structure. Also, dividends
paid by C Corporations are taxable. 

8. $11.18 million estate and gift tax exemption:
Those with significant wealth should consider 
locking-in the new higher transfer tax exemption by
making significant gifts to trusts before the higher
exemption expires or is repealed. Doing so will 
reduce the taxable estate and lock in the $11.18
million per person ($22.36 million per couple) 
exemption. For married couples, structures such 
as Spousal Lifetime Access Trusts (SLATs) may be 
attractive. That said, anyone considering making
such a gift should work with an estate planning 
attorney. This exemption is not expected to expire
immediately, and long-term issues of cash flows,
lifestyle and family dynamics must be examined
carefully. If you are considering such a large gift,
having a thoughtful discussion with your advisory
team is of paramount importance. The exemption 
is adjusted annually for inflation and will increase 
in 2019. 

You may experience 
fewer state and local tax,
charitable and mortgage 
deductions. 

9. Annual exclusion giving lives: This “idea” is not
new but bears repeating every year. Annual gifts of
$15,000 per person ($30,000 if you are married)
are excluded from gift tax and continue to be the
easiest and most flexible way to reduce your taxable
estate over time. Gifts can take many forms, from
simple outright gifts of cash to funding qualified 
tuition plans (529 accounts) as well as gifts to UTMA
accounts and trusts for minors. Forgiveness of 
debt (full or partial) also qualifies as a gift, which
can be helpful. Payments of medical expenses 
and tuition are also excluded. 
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10. Don't forget about the benefits of stepped-up
basis: In general, the higher federal estate tax 
exemptions have made lifetime giving less benefi-
cial because it is less likely that a person’s estate 
will be subject to federal estate tax at death. 
Regardless of the size of the estate, any assets 
that are included in a person’s estate at death 
will receive a step-up in the income tax basis to
their fair market value. This can be a tremendous
advantage that wipes out capital gains that have
built up over a lifetime and allows beneficiaries to
inherit assets without a built-in tax liability. As a
result, it is important to remember that placing 
assets in a trust that will remove those assets from
a person’s estate may, in this era of high estate tax
exemptions, achieve no estate tax savings. Instead,
it may "cost" the estate the value of the basis
step-up. With these principles in mind, you might 

Now is a good time to
begin reaching out to 
your accountants, lawyers,
tax planners and your 
team at 1919 Investment
Counsel to optimize your 
tax situation. 

consider making an upstream gift of assets to 
parents to achieve a basis step up when the 
assets are ultimately left to you. Of course, this
strategy should be undertaken carefully since 
assets given outright to parents can become 
subject to their creditors or claims against their
estate. These risks can be mitigated by using a

carefully structured trust designed to achieve the
dual goals of a basis step-up in the parent’s estate
and asset protection. Finally, it is important to 
remember that basis step-up will not apply if you
transfer assets to parents and get them back within
one year of the initial transfer. The tax law includes
provisions to prevent deathbed basis planning 
of this kind. 

11. No-tax states (like Florida) offer a refuge: If you
spend a good deal of time in a no-tax state such
as Florida but live in a high-tax state, consider
changing your state of domicile to the no-tax
state to avoid state level income taxes. With the
loss of much of the state and local tax deduction, 
individuals residing in higher-tax states (e.g., New
York, New Jersey, D.C., Maryland, Massachusetts
or California) might be better off changing their
state of domicile if possible. This can be a compli-
cated process and requires professional advice 
for anyone wishing to retain substantial ties to a
higher tax state. A wise adage is “don’t let the tax
tail wag the dog.” Moving to a new state should
be undertaken only if it makes sense for you. 

12. State estate and gift taxes: For those living in
states with an estate tax, consider making 
tax-free gifts. Only Connecticut still has a state
level gift tax. The Connecticut exemption is 
set to increase to $3.6 million in 2019 and will 
match the old federal exemption ($5 million 
plus inflation adjustments) in 2020. New Jersey
eliminated its gift tax in 2018. New York also has
repealed its gift tax. But, under a transition rule,
gifts made within three years of death and made
between April 1, 2014 and January 1, 2019, are
brought back in to the NY taxable estate. 

13. Update your estate plan: Make sure your estate
plan is up to date. Now, with a much higher 
lifetime exemption and more varying state laws,
you may be giving away too much money or 
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paying too much tax. If your will or trust employs
old formula clauses, your estate plan may cause
unintended consequences such as passing on 
too much wealth to your children. If your estate
plan is outdated, you could also be missing out
on state tax exemptions or foregoing stepped-up
basis. Given the fluidity and politically charged 
dialogue around taxation these days, there is
great value to developing flexible estate planning
provisions in your testamentary documents. 
For example, in many cases it will make sense 
to move away from plans where trust funding 
provisions are hard-wired in the testamentary
documents. Instead, take the approach for post-
mortem elections to achieve an optimal tax 
planning result based upon circumstances that
exist at the time of death as opposed to at the
time of drafting. 

Closing thoughts: The TCJA has significantly
changed the tax landscape this year. Many 
old paradigms have shifted. Clients of 1919 
Investment Counsel should consider all of the 
foregoing tax strategies, as well as some others
that were not reviewed here. Consult with 
your Portfolio Manager or Client Advisor at 
1919 Investment Counsel, as well as your other 
tax and estate planning advisors, to learn 
more and stay ahead of the tax man. 

Note: Many of the changes in the TCJA 
affecting individuals are temporary and 
expire on December 31, 2025. 

About the author: Warwick M. Carter, Jr. is an attorney 
serving as a consultant to 1919 Investment Counsel as Trusts 
and Estates Advisor. 
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