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Both the House and the Senate have passed tax reform legislation and it seems likely that some form of 
legislation will pass even though the House and Senate bills contain key differences.  Prior to reaching the 
desk of the President, the two bills have to be reconciled and a final version produced.  The final version 
could be very different than the current drafts. 

With the uncertainty about what may or may not make the final cut, tax planning is challenging at best.  
Until the final version of the tax reform legislation has passed, it is best to tread carefully and not make 
any major moves without consulting your professional tax advisor.  The standard year-end advice applies 
to 2017, but there may be additional steps worth considering   

1. Defer Income and Accelerate Deductions

If you have the ability to defer income until next year, you should consider doing so.  Large items of
income such as bonuses and year-end incentives may bump you into a higher tax bracket for 2017
subjecting all or a portion of the amount to be taxed at your highest income tax rate.

Accelerate itemized deductions as long as you are not subject to the Alternative Minimum Tax.  Both
proposals eliminate many of the current Schedule A deductions such as state and local income taxes
(House and Senate), medical expenses (House Bill), home mortgage interest on debt of more than
$500,000, as well as home equity line interest (House Bill) and real property taxes over $10,000
(House and Senate).  Instead of making your 4th quarter estimated state, local and property tax
payments in January, make them in December to take advantage of these existing deductions.  You
may also want to make an extra home equity line payment or pay your property taxes this month
even though they are not due until January to make sure you capture these deductions.  Finally,
accelerate any medical expenses if you are able to utilize this deduction

2. Charitable Giving

Although the House and Senate versions do not call for the elimination of the deduction for charitable
donations, both propose to double the standard deduction, and as a result fewer taxpayers will be
filing a Schedule A.  If you are one of the taxpayers who will use the standard deduction instead of
itemizing deductions in 2018, you may want to make additional charitable contributions this year.  In
addition to getting a deduction against 2017 taxable income, giving to someone less fortunate is a
terrific way to end the year.
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3. Maximize Contributions to your Retirement Plan or IRA

Now is the time to make sure that you have made the maximum pre-tax contributions to your 401(k),
IRA or other retirement plan.  For the 2017 year, an individual can contribute up to $18,000 to a
401(k) with an additional $6,000 if the individual is age 50 or older.  The maximum contribution to an
IRA this year is $5,500 with an additional $1,000 for individuals who are 50 or older.

4. Contribute to a 529 Plan for a Child or Grandchild

If your state offers an income tax deduction for contributions to 529 education plans, consider making
contributions now for children and grandchildren.

5. Prepare for Capital Gain Distributions

In December, most mutual funds announce year-end capital gain distributions.  You can prepare for
the distributions by taking tax losses to off-set any gains.

6. Harvest Capital Losses

If you have capital gains from the sale of securities or other appreciated property, review your
holdings now to determine if you have losses to off-set these gains.  Remember too that capital losses
can be carried forward to future tax years until used.

Once tax reform has been enacted, those taxpayers who will be affected by the changes to the law should 
seek professional advice right away.  With the elimination of so many itemized deductions, more 
taxpayers will file using the standard deduction.  Fewer deductions may mean an increased tax liability.  If 
you fall into a group of taxpayers who will be disadvantaged by the tax reform, do not delay speaking to 
your tax professional.  Make sure you change your withholding or increase your estimated taxes at the 
beginning of 2018. 
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