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The year is winding down; markets have been volatile, and you are hoping for 

good news from your accountant. While many Americans will pay less income 

tax this year than in 2017, this is not true for all. Each year at this time, and 

particularly in times of change, we are pleased to share our seasonal checklist 

of tax planning considerations to evaluate before the clock strikes midnight  

on December 31st. 

• Many of the unknowns introduced by the 2017 Tax Cut and Jobs Act are being 

resolved, clarifying planning and investment opportunities before year-end. 

• There are ways to maximize the tax-efficiency of your charitable gifts. 

• Consult with your Glenmede Relationship Team and other advisors to develop 

an on-going practice of evaluating, assessing and implementing actions to 

mitigate tax consequences.

Lisa M. Whitcomb
Director of Wealth Strategy

Income Tax Opportunities

Tax Loss Harvesting End-of-year volatility and resulting paper losses, although perhaps unwelcome, can 

lessen the tax burden on gains taken earlier in the year or paid out by mutual funds. Even if you would 

not otherwise be inclined, you may opt to sell some loss positions as a means to minimize your tax bill. 

Note, once investors have realized a loss, they must wait more than 30 days to repurchase the same or 

“substantially identical” security in order to avoid “wash sale” treatment. A wash sale occurs when, within 

30 days before or after a sale of a security at a loss, one buys a ”substantially identical” security. Generally, 

the loss on a wash sale is added to the basis of the newly-purchased security and cannot be recognized 

for tax purposes until a later time. Care is warranted because wash sales can occur not only in a single 

investment account but across multiple accounts having the same ownership, even if those accounts are 

with multiple managers or are separate IRA accounts.  

Make Charitable Gifts from an IRA Upon reaching age 70-1/2, you may make a Qualified Charitable 

Distribution (QCD) of up to $100,000 per year from your IRA to a public charity. The amount paid to 

charity is not included in your taxable income nor is it deductible. This gift is most tax-effective when the 

charitable gift is part of your Required Minimum Distribution (RMD), but if you have already satisfied the 

RMD and still have charities you want to benefit this year, discuss with your accountant whether it is tax-

effective to make the additional end-of-year charitable gifts from your IRA. Make a note for next year to 

link your RMD to any anticipated future charitable gifts.
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Bunching Charitable Gifts The end of the year is the right time to consider the timing of multi-year 

charitable gifts. The new, higher standard deductions ($12,000 for single filers, $24,000 for a married 

couple) significantly benefit many. On the flip side, the higher standard deductions also mean a taxpayer 

will not itemize if his or her total itemized deductions are less than the standard deduction. For example, 

a married couple with a $10,000 state tax deduction and $12,000 of charitable contributions will take 

the greater $24,000 standard deduction in 2018 and will not itemize. They will get no separate tax benefit 

from their charitable contributions. If this pattern persists year-over-year, the taxpayers will not realize any 

tax benefit for charitable contributions. However, if charitable gifts are “bunched” into two- or three-year 

tranches, a portion of the combined charitable gifts will become tax efficient. If the same couple makes 

all their anticipated 2019 gifts outright to their charities or to a Donor Advised Fund in December 2018 

(another $12,000), their aggregate 2018 deductions will equal $34,000, making $10,000 of the charitable 

deductions tax efficient. By utilizing a Donor Advised Fund to make the gift, the couple may identify 

their specific charitable beneficiaries in 2019, even though they will revert to using the $24,000 standard 

deduction for that tax year. For more on this topic see Bunching Charitable Gifts. 

Make Annual Exclusion Gifts Every taxpayer may give up to $15,000 per year to an unlimited number of 

individuals free of gift tax, a provision which will not change in 2019. Giving property to heirs in a lower 

income tax bracket during the donor’s lifetime is one way to realize tax savings. To maximize value 

received by your heirs, use cash or high-basis assets for these gifts so the recipient is not burdened 

with income tax consequences. Low-basis, highly appreciated assets are used more tax-efficiently for 

charitable gifts. Of note, a gift of a check to an individual is considered completed only when the check 

is deposited by the recipient. If your child or grandchild does not deposit a $15,000 holiday check until 

January 2, the gift is attributed to 2019, not 2018.  

The Alternative Minimum Tax Still Exists Following the tax changes brought by the 2017 Tax Cut and 

Jobs Act, fewer taxpayers will be affected by the Alternative Minimum Tax (AMT). The Tax Policy Center 

estimates that only about 200,000 taxpayers will pay AMT in 2018, contrasted with 5 million in 2017. The AMT 

was imposed when itemized deductions drove down a taxpayer’s taxable income and decreased the 

effective tax rate below the 28% AMT rates. The deductions that most often pushed taxpayers into AMT—

state and local taxes, investment and accounting fees, casualty and theft losses, moving expenses and 

other miscellaneous deductions—are no longer available. We are finding that taxpayers who paid AMT 

in prior years are now more likely to be paying a higher amount of “regular” tax in 2018 because of the 

foregone deductions. The increased “regular” tax, all other things being equal, is roughly equivalent to the 

former AMT, making the two a likely offset to one another. Charitable deductions do not affect AMT. 

Complete the Divorce Alimony payments made under a divorce or separation agreement executed 

before January 1, 2019 are deductible by the payor and included in the income of the recipient. When 

the payor is in a higher marginal tax bracket than the recipient, there are significant tax advantages to 

this tax structure and the divorcing couple can make this work to the benefit of both parties. Alimony paid 
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under a divorce or separation agreement entered into after December 31, 2018 will not be deductible by 

the payor and is not included in the income of the recipient.

Consider Trust Distributions Some irrevocable family trusts give trustees unfettered discretion to pay income 

to beneficiaries each year or to accumulate the income instead. Consider whether (a) it makes sense 

within the context of the family to make distributions to certain beneficiaries and, if it does (b) whether the 

distributions can be made tax-efficiently. Tax efficiency arises if the beneficiaries’ marginal tax rates are 

lower than the trust’s, or the distribution will avoid imposition of the 3.8% Net Investment Income Tax (NIIT). 

Trusts pay the highest marginal income tax rate and NIIT on retained income in excess of $12,500.

Estate and Gift Tax Opportunities

Annual Exclusion Gifts In addition to income tax advantages, annual exclusion gifts accumulate over time 

to reduce a taxable estate. While the individual estate and gift tax exemption is $11.2 million this year 

($11.4 in 2019) the exemption will, under current law, return to $5 million (as adjusted for inflation) in 2026. 

Any assets removed from your estate through nontaxable gifts avoid the potential 40% tax at your death.  

Complete Large Gifts Until recently, there has been uncertainty about what will happen when the estate 

tax exemption reverts to $5 million in 2026. Would current gifts made in excess of the $5 million be “clawed 

back” and taxed in estates after 2025? On November 21, 2018, the IRS published new guidance providing 

reassurance. For example, if an $11 million gift trust was created today and the grantor died in 2026, we 

now have confidence the $6 million difference will not be “clawed back” and will not be subject to estate 

tax.  Go ahead and complete those large gifts!


