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 2018 TAX PLANNING 

1/12/18 TIME TO PLAN YOUR YEAR-END TAXES 

The winter season is full of holiday bustle. Between spending time 
with your family and friends, your taxes usually are not top of mind. 
Yet any free moments you can spare now will help you stay ahead 
in 2018. We are happy to share with you our 2018 tax guide so 
you can make the most of your financial strategies. 

David
Stamp
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T I M E  T O  P L A N  Y O U R  Y E A R - E N D  T A X E S

INTRODUCTION 
The word “taxes” may not be on the top of everyone’s list of favorite things to address. But, with some forward-
looking preparations, managing your taxes does not have to be burdensome. 

Fortunately, this past year brought positive economic trends. Record market performance, increased Gross 
Domestic Product (GDP) output, and more, helped our economy remain robust.1 Though we do not know exactly 
what the 2018 tax environment will look like, you can still get a head start on preparing your 2017 tax filing 
and create efficiency in your tax strategies for 2018. 

Our tax guide offers you tips to stay on track as we move into a new year. Before you act on any strategies 
in this report, we encourage you to consult with your tax professional about the options that are right for you. 

WHAT LIES AHEAD IN 2018? 
The IRS recently announced its inflation adjustments for the 2018 tax year. Below are the revised federal 
income tax brackets.   
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A C T I O N S  Y O U  C A N  T A K E

GET ORGANIZED 
Now is an excellent time to put your financial house in order. Start by gathering cash receipts to help you 
calculate possible deductions and miscellaneous payments.  

Ask yourself these questions as you organize: 

• Do you have a hobby or activity that generates reportable income? Compile and track all money you
brought in. 
• Have you made home improvements or charitable donations? Be sure to save all receipts and have written
documentation, as needed. 
• Did you incur high medical expenses? You may be eligible for deductions.

Collect all your documentation early to make your life a little easier in April. Consult a tax professional to 
discuss your personal situation. 

CONTRIBUTE MAXIMUM AMOUNT TO RETIREMENT ACCOUNTS 
You have until April 17, 2018, to contribute your maximum amounts to your IRA accounts (dates may vary by 
state). 

In 2018, you can contribute a maximum of $5,500 per person, plus an extra $1,000 if you are 50 and older. 
You can also split this limit between a traditional IRA and a Roth IRA if it works for your financial goals.2 The 
sooner you contribute the money, the sooner the funds are put to work with any potential growth being tax 
deferred. Making deductible contributions also reduces your taxable income for the year. 

CHECK YOUR IRA DISTRIBUTIONS 
Once you turn 70 1/2 years old, you must take Required Minimum Distributions (RMD) from your traditional IRA 
by April 1. For example, if you turned 70 on August 10, 2017, you turn 70 1/2 by February 10, 2018. From 
there, you take your first RMD by April 1, 2019, and then a second payment by December 31, 2019. Every 
year thereafter, you take an annual RMD by December 31. The amount you withdraw depends on your age, 
life expectancy, and account balance.3   
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INCREASE YOUR EMPLOYER-SPONSORED PLAN 
Tax-deferred investing allows you to grow your money tax-free until you withdraw the funds. Make sure 
that you put in as much money as you can to maximize the benefits. You can beef up your 401(k), 403(b), 
457, and TSP contributions up to $18,500 from $18,000 in 2017. If you will be age 50 or older in 2018, 
then you can contribute up to $24,500.9  

WEIGH THE BENEFITS OF 
HARVESTING LOSSES 
To avoid paying capital gains taxes, many investors sell off investments (such as stocks) that have experienced 
losses. The goal is to help offset any taxable gains realized during the year. If you think that you might have 
a heavy capital gains burden this year, talk with your financial and tax professionals. They can help you 
identify whether loss harvesting may be a sound strategy for you.10 

PAY ATTENTION TO YOUR FSA 
Remember that you can take tax-free withdrawals from Flexible Spending Accounts (FSA) for qualified 
medical, dental, and child-care costs. In 2018, the annual limit for employee contributions to sponsored health 
FSAs is $2,650. Depending on your employer’s policies, you may lose any balance left in these accounts at 
the end of the year. Before the year is over, be sure to take advantage by filling prescriptions early, making 
medical or dental appointments, or scheduling elective surgeries. This is also the time of year when you might 
need to specify how much salary you will contribute to your FSA.11  

BE CHARITABLE 
If you itemize deductions, a gift to a qualified organization may entitle you to a charitable contribution 
deduction against your income tax. In this manner, the tax savings reduces the actual donation cost. Typically, 
the IRS caps charitable donations at 50% of your Adjusted Gross Income (AGI), though lower limits may apply 
in some cases. In addition, as your income tax bracket increases, the real cost of your charitable gift 
decreases. Thus, people in higher brackets may find contributions more attractive to make.13 

DONATE ITEMS 
Donating items to charity is a popular way to give back to your community, which you can also deduct from 
your taxes. To do so, you must have written documentation of your donation from each charity for items 
valued more than $250.14 Here are a couple things you need to know about donating items:  

• Donated items: You generally can deduct the fair market value of an item. Further, you may need to adjust
if you donated an item that increased in value. 

• Donations to qualified organizations only: You can only deduct donations that you made to qualified
organizations, as recognized by the IRS.15 
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GIVE A GIFT 
Each year, you can also pass money to loved one’s tax free. You can give up to the annual exclusion amount 
($15,000 in 2018) to as many people as you like every year without facing any gift taxes. Recipients never 
owe income tax on the gifts, unless they agree to pay them.16 In addition to the annual gift amount for 2018, 
the estate and gift tax exemption will rise to $5.6 million per individual.17 The IRS indexes this limit to 
inflation. The tax-exemption rate will continue to rise each year, increasing the amount that you can gift to 
your loved ones without owing estate taxes. 

FUND AN EDUCATION 
The IRS offers taxpayers several credits and deductions to help offset the cost of education. Two common 
credits include:  

• American Opportunity Tax Credit: The 2018 rate remains unchanged and allows you to claim qualified
expenses up to $2,500. Because a tax credit reduces your tax bill dollar for dollar, the government will give 
you up to $2,500 per year for each qualifying college student in your family.18  

• Lifetime Learning Credit: The credit allows you to claim qualified expenses up to a maximum of $2,000 per
tax return. The expenses can be for tuition and other related costs for students actively enrolled in an eligible 
educational institution. The credit applies to coursework that is for undergraduate, graduate, or professional 
degrees, as well as ones that help you gain or improve job-related skills.19 

 Keep in mind that income restrictions kick in for these credits, so check with your tax professional to know if 
you qualify. Also, the IRS requires taxpayers to submit a Form 1098-T to show the amount paid in qualified 
tuition and expenses to claim education credits.20    

MANAGE YOUR MEDICARE TAXES 
If you use Medicare, you will also have additional taxes to manage beyond what your employer 
automatically takes out from each paycheck. High-wage earners will have to pay an additional 0.9% on 
earned income above the thresholds of $200,000 for single filers and $250,000 for joint filers.21 These 
brackets are not indexed for inflation, so they will affect more taxpayers each year. If you are in the 
affected income brackets, speak with your investment representative and accounting professional to discuss 
your tax liabilities. 

CONCLUSION AND STEPS TO TAKE 
Creating tax-efficient financial strategies takes time, effort, and experience—something we know adds an 
additional layer of complexity to your busy life. As our client, we help you by working hard to minimize investing 
tax liabilities and maximize your bottom line. We also consider it our responsibility to educate you about details 
that could affect your financial future.  

We hope that this report provides useful, relevant strategies to consider as you prepare your 2017 tax returns 
and begin planning for your 2018 tax year. If you have any questions about your taxes or how tax-efficient 
strategies may help reduce your burden, please give us a call. We also recommend that you speak with a 
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qualified tax professional who can advise you on the specifics of your personal financial situation.  

As always, we appreciate the trust you place in our firm, and we look forward to continuing to help provide the 
financial clarity you seek. 

Sincerely, 

David Hanson and Carl Hanson, CFP® 

Would someone you know benefit from receiving this communication? If so, call our office at 
207-761-4733 or send an email to retire@iisfinancial.com and share with us their contact 
information, and we will be happy to send them a copy. 

Footnotes, disclosures, and sources: Securities and investment advisory services offered through Cetera 
Advisors LLC, member FINRA/ SIPC. IIS Financial Services is a separate entity from Cetera Advisors LLC. 
Neither IIS Financial Services nor Cetera Advisors gives tax or legal advice. Opinions, estimates, forecasts, and 
statements of financial market trends that are based on current market conditions constitute our judgment and are 
subject to change without notice. 
This material is for information purposes only and is not intended as an offer or solicitation with respect to the 
purchase or sale of any security. 

Investing involves risk including the potential loss of principal. No investment strategy can guarantee a profit or 
protect against loss in periods of declining values. 

Past performance does not guarantee future results. 

Consult your financial professional before making any investment decision. 

Opinions expressed are subject to change without notice and are not intended as investment advice or to predict 
future performance. 

All information is believed to be from reliable sources; however, we make no representation as to its 
completeness or accuracy. Please consult your financial advisor for further information. 

These are the views of Platinum Advisor Marketing Strategies, LLC, and not necessarily those of the named 
representative, broker/dealer, or investment advisor and should not be construed as investment advice. Neither 
the named representative nor the named broker/dealer nor the investment advisor gives tax or legal advice.  
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