
 

 

 
 
 
 
 
November 2013 
 
 
To our clients and friends: 
 
We hope you are enjoying the fall season and looking forward to the upcoming holidays.  Along 
with thoughts of holiday meals, family gatherings and bowl games, many of you no doubt may 
be thinking about your tax situation prior to year-end.  Those of you receiving our newsletters 
may have seen planning tips discussed in detail.  The purpose of this brief letter is to provide 
you some ideas and action items between now and year-end, and mention some expiring tax 
benefits in the hope these might help you keep more holiday jingle in your pockets! 
 

1. If you have a business in need of equipment, consider purchasing it and placing it in 
service before year-end to take advantage of 50% bonus depreciation or expensing 
under the Section 179 election for up to $500,000 of qualifying asset purchases.  Barring 
further congressional action, significant deductions for such purchases under Section 
179 will be severely limited and bonus depreciation eliminated for most purchases after 
December 31, 2013. 
 

2. If you are age 70-1/2 or older, consider contributing any amount up to $100,000 to a 
qualifying public charity directly from your taxable IRA account by 12/31/13.  This 
strategy does not work for transfers to private foundations. Although you do not deduct 
the contribution, the IRA distribution is not taxable, is equivalent to a 100% write-off of 
the amount contributed, you do not need to itemize deductions to get the benefit, and it 
counts as your minimum required distribution.  Be sure the funds are transferred directly 
from your IRA account to the charity if you choose this strategy.  The ability to make a 
direct IRA transfer to charity is scheduled to expire after 2013. 
 

3. Contribute appreciated stock held more than 12 months directly to charity.  If you itemize 
deductions, you may deduct the full fair market value of stock contributed in-kind to a 
qualified charity, without recognizing the inherent gain as income.  To qualify, the stock 
has to have been held more than 12 months.  This strategy does not work for stock in a 
loss position; that loss stock can be sold first to obtain a tax benefit from recognizing the 
loss, and the proceeds paid to charity. 
 

4. Offset recognized capital gains by harvesting stock losses before year-end, where it 
makes sense to do so.  To secure the loss, just be sure to wait 31 days before 
repurchasing the same stock to avoid the "wash sale" rules. 
   

5. Consider bunching deductions if your itemized deductions (mortgage interest, taxes, 
charitable contributions, etc.) are close to the standard deduction amounts of $6,100 for 
single taxpayers or $12,200 for married couples filing jointly.  You may benefit by 
choosing whether to pay these expenses in either 2013 or 2014.  Beginning in 2013, 
itemized deductions are subject to phase-out based on income levels, which may also 
affect the tax benefit received.  A two-year comparison can be done to optimize your 
deductions.    
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6. Consider a Roth IRA conversion prior to the year-end.  A conversion creates taxable 
income, so careful planning is required to assess the benefits of this strategy, and ways 
to mitigate the income tax ramifications.  A conversion may be beneficial in years of low 
income, and/or to those who either have a long timeline prior to retirement or who plan to 
leave their IRA to future generations of their family. 

 
 

7. Consider gifts of cash or income-producing property.  You may gift cash or property of 
up to $14,000 per person per year under the annual exclusion.  Gifts are not taxable to 
the recipients, but neither are they deductible to you – gifting is a way to move assets 
from your estate.   These gifts are generally not subject to reporting, but certain 
requirements must be met for gifts to minors or others without a present interest in the 
property, such as gifts made to trusts.  Caution:  If you gift securities or other 
appreciated property, the recipient assumes your cost basis (except in certain loss 
situations), so careful planning regarding the interplay between estate tax benefits vs. 
income tax costs may be required!  The new $5.2 million estate/gift lifetime exemption 
has added a new complex twist to estate and income tax planning. 
 

8. Secure deductible business losses prior to year-end.  Losses from pass-through entities 
you own, such as partnerships, LLCs and S Corporations, are subject to certain loss 
disallowance rules; for example lack of basis, or the passive activity rules.  Tax basis for 
claiming losses may be increased by investing in or loaning money to your business 
prior to year-end.  You may also be able to avoid the passive activity rules by increasing 
your time involvement in the business prior to year-end.  Generally, you can avoid the 
passive activity loss disallowance rules by spending at least 500 hours actively involved 
in the business during the year.  These rules are complex, so please consult us for 
further information. 
 

9. Increase income tax withholding and/or estimated tax payments.  Congress enacted tax 
increases with their so-called "Fiscal Cliff" legislation in January this year.   Also, prior 
year legislation created a far-reaching 3.8% tax on "net investment income".   As we 
have mentioned in prior communications and on our website, these rules will create 
overall higher taxation for many of you this year.  Tax planning strategies may help 
reduce the impact of these increases, but you may also want to increase withholding on 
wage or retirement payments, and review the need to revise any scheduled January 15 
estimated tax payment.  Even if you have enough paid in through estimates or 
withholding to be penalty-proof, you may owe additional tax in April if your adjusted 
gross income (AGI) exceeds $200,000.  Please call us if you’d like to have a projection 
now. 
 

10. Consider contributions to tax-favored retirement plans.  Individuals may qualify for 
deductible IRA contributions and contribute by April 15, 2014 for the 2013 tax year.  
Businesses and self-employed persons may establish retirement plans for themselves 
and their employees by year-end (or after year end in some circumstances) and 
contribute to them when they file their 2014 tax returns.  These rules are complex and 
require careful planning to determine if they are right for you and your business. 
 

11. If you are 70-1/2 or older, don't forget to take any required minimum distributions from 
IRAs or employer plans before year-end.  Failure to do so can subject you to a penalty of 
up to 50% of the amount of the required distribution.  Also, don’t forget to use pre-tax 
dollars contributed to flexible spending accounts for medical, dental, and vision 
expenses to avoid losing these funds. 
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12. Unless Congress acts, a number of other favorable tax provisions will expire on 
December 31, 2013: 

 Deduction for sales tax - consider if this may change your timing of purchasing 
big-ticket items such as cars, etc.  Please note if you pay alternative minimum tax 
(AMT), you most likely will not receive any benefit from a sales tax deduction. 

 Deduction for qualified higher education expenses - consider paying in 2013 for 
academic periods beginning in 2013 or in the first 3 months of 2014. 

 Tax credit for energy-efficient home improvements. 
 Tax credit for R&D expenses. 

 
These are just some of the year-end steps that can be taken to save taxes.  A review of your 
specific situation will determine if these strategies may benefit you and your business.  By 
contacting us, we can tailor a particular plan that works best for you.  Please let us know if we 
can help! 
 
Very truly yours, 
 
 
 
 

Circular 230, the IRS Standards of Practice requires us to disclose to you that any federal tax 
advice contained herein was intentionally written without the requisite formality and scope 
needed for use as protection against federal accuracy related tax reporting penalties, and 
therefore cannot be used for that purpose.   
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