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2017 Market Performance 01/01/2017 to 11/30/2017 

 

DJIA ^DJI Up 22.82%  

S&P 500 ^GSPC Up 18.26%   

NASDAQ ^IXIC Up 27.69% 

Russell 2000 ^ RUT Up 13.78%  

 

* Index performance does NOT include  

any fees (Gross of fees)  

 

Source: http//finance.yahoo.com 
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Are you making charitable donations this holiday season? If so, you should know about some of the financial “fine print” involved, as 
the right moves could potentially bring more of a benefit to the charity and to you. 
  
To deduct charitable donations, you must itemize them on I.R.S. Schedule A. So, you need to document each donation you make. Ide-
ally, the charity uses a form it has on hand to provide you with proof of your contribution. If the charity does not have such a form 
handy (and some charities do not), then a receipt, a credit or debit card statement, a bank statement, or a cancelled check will have 
to suffice. The I.R.S. needs to know three things: the name of the charity, the gifted amount, and the date of your gift.1 
  
From a tax planning standpoint, itemized deductions are only worthwhile when they exceed the standard income tax deduction. The 
2017 standard deduction for a single filer is $6,350. If you file as a head of household, your standard deduction is $9,350. Joint filers 
and surviving spouses have a 2017 standard deduction of $12,700. (All these amounts rise in 2018.)2 
  
Make sure your gift goes to a qualified charity with 501(c)(3) non-profit status. Also, visit CharityNavigator.org, CharityWatch.org, or 
GiveWell.org to evaluate a charity and learn how effectively it utilizes donations. If you are considering a large donation, ask the 
charity involved how it will use your gift. 
  
If you donated money this year to a crowdsourcing campaign organized by a 501(c)(3) charity, the donation should be tax deducti-
ble. If you donated to a crowdsourcing campaign that was created by an individual or a group lacking 501(c)(3) status, the donation 
is not deductible.3 
  
How can you make your gifts have more impact? You may find a way to do this immediately, thanks to your employer. Some compa-
nies match charitable contributions made by their employees. This opportunity is too often overlooked. 
  
Thoughtful estate planning may also help your gifts go further. A charitable remainder trust or a contract between you and a charity 
could allow you to give away an asset to a 501(c)(3) organization while retaining a lifetime interest.              Continued on next page... 

Year-End Charitable Gifting 
What should you keep in mind as you donate? 
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You could also support a charity with a gift of life insurance. Or, you could simply leave cash or appreciated property to a non-profit 
organization as a final contribution in your will.1 
   
Many charities welcome non-cash donations. In fact, donating an appreciated asset can be a tax-savvy move.  
  
You may wish to explore a gift of highly appreciated securities. If you are in a higher income tax bracket, selling securities you have 
owned for more than a year can lead to capital gains taxes. Instead, you or a financial professional can write a letter of instruction to 
a bank or brokerage authorizing a transfer of shares to a charity. This transfer can accomplish three things: you can avoid paying the 
capital gains tax you would normally pay upon selling the shares, you can take a current-year tax deduction for their full fair market 
value, and the charity gets the full value of the shares, not their after-tax net value.4  
   
You could make a charitable IRA gift. If you are wealthy and view the annual Required Minimum Distribution (RMD) from your tradi-
tional IRA as a bother, think about a qualified charitable distribution (QCD) from your IRA. Traditional IRA owners age 70½ and older 
can arrange direct transfers of up to $100,000 from an IRA to a qualified charity. (Married couples have a yearly limit of $200,000.) 
The gift can satisfy some or all of your RMD; the amount gifted is excluded from your adjusted gross income for the year. (You can 
also make a qualified charity a sole beneficiary of an IRA, should you wish.)4,5  
  
Do you have an unneeded life insurance policy? If you make an irrevocable gift of that policy to a qualified charity, you can get a cur-
rent-year income tax deduction. If you keep paying the policy premiums, each payment becomes a deductible charitable donation. 
(Deduction limits can apply.) If you pay premiums for at least three years after the gift, that could reduce the size of your taxable 
estate. The death benefit will be out of your taxable estate in any case.6 
  
Should you donate a vehicle to charity? This can be worthwhile, but you probably will not get fair market value for the donation; if 
that bothers you, you could always try to sell the vehicle at fair market value yourself and gift the cash. As organizations that coordi-
nate these gifts are notorious for taking big cuts, you may want to think twice about this idea.7 
  
You may also want to make cash gifts to individuals before the end of the year. In 2017, any taxpayer may gift up to $14,000 in cash to 
as many individuals as desired. If you have two grandkids, you can give them each up to $14,000 this year. (You can also make indi-
vidual gifts through 529 education savings plans.) At this moment, every taxpayer can gift up to $5.49 million during his or her life-
time without triggering the federal estate and gift tax exemption.8 
  
Be sure to give wisely, with input from a tax or financial professional, as 2017 ends. 
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End-of-the-Year Money Moves 
Here are some things you might want to do before saying goodbye to 2017. 

What has changed for you in 2017? Did you start a new 
job or leave a job behind? Did you retire? Did you start a 
family? If notable changes occurred in your personal or 
professional life, then you will want to review your finances 
before this year ends and 2018 begins.  
     
Even if your 2017 has been relatively uneventful, the end of 
the year is still a good time to get cracking and see where 
you can plan to save some taxes and/or build a little more 
wealth.   
    
Do you practice tax-loss harvesting? That is the art of tak-
ing capital losses (selling securities worth less than what 
you first paid for them) to offset your short-term capital 
gains. If you fall into one of the upper tax brackets, you 
might want to consider this move, which directly lowers 
your taxable income. It should be made with the guidance 
of a financial professional you trust.1   
    
In fact, you could even take it a step further. Consider that 
up to $3,000 of capital losses in excess of capital gains can 
be deducted from ordinary income, and any remaining capi-
tal losses above that can be carried forward to offset capi-
tal gains in upcoming years.1 
    
Do you itemize deductions? If you do, great. Now would 
be a good time to get the receipts and assorted paperwork 
together. Besides a possible mortgage interest deduction, 
you might be able to take a state sales tax deduction, a stu-
dent loan interest deduction, a military-related deduction, a 
deduction for the amount of estate tax paid on inherited 
IRA assets, an energy-saving deduction – there are so many 
deductions you can potentially claim, and now is the time 
to meet with your tax professional to strategize how to 
claim as many as you can. 
     
Could you ramp up 401(k) or 403(b) contributions? Con-
tribution to these retirement plans lower your yearly gross 
income. If you lower your gross income enough, you might 
be able to qualify for other tax credits or breaks available 
to those under certain income limits. Note that contribu-
tions to Roth 401(k)s and Roth 403(b)s are made with after-
tax rather than pre-tax dollars, so contributions to those 
accounts are not deductible and will not lower your taxable 
income for the year. They will, however, help to strengthen 
your retirement savings.2 
    
Are you thinking of gifting? How about donating to a char-
ity or some other kind of 501(c)(3) non-profit organization 
before 2017 ends? In most cases, these gifts are partly tax 
deductible. You must itemize deductions using Schedule A 
to claim a deduction for a charitable gift.3 
   
If you donate appreciated securities you have owned for at 
least a year, you can take a charitable deduction for their 
fair market value and forgo the capital gains tax hit that 
would result from their sale. If you pour some money into a 

529 college savings plan on behalf of a child in 2017, you 
may be able to claim a partial state income tax deduction 
(depending on the state).4,5  
    
Of course, you can also reduce the value of your taxable 
estate with a gift or two. The federal gift tax exclusion is 
$14,000 for 2017. So, as an individual, you can gift up to 
$14,000 to as many people as you wish this year. A married 
couple can gift up to $28,000 to as many people as they 
desire in 2017. Unfortunately, the I.R.S. prohibits a current-
year income tax deduction for the value of a non-charitable 
gift. (Note that the gift tax exclusion rises to $15,000 in 
2018.)6 
    
While we’re on the topic of estate planning, why not take a 
moment to review the beneficiary designations for your 
IRA, your life insurance policy, and workplace retirement 
plan? If you haven’t reviewed them for a decade or more 
(which is all too common), double-check to see that these 
assets will go where you want them to go should you pass 
away. Lastly, look at your will to see that it remains valid 
and up-to-date.    
    
Should you convert all or part of a traditional IRA into a 
Roth IRA? You will be withdrawing money from that tradi-
tional IRA someday, and those withdrawals will equal taxa-
ble income. Withdrawals from a Roth IRA you own are not 
taxed during your lifetime, assuming you follow the rules. 
Translation: tax savings tomorrow. Before you go Roth, you 
do need to make sure you have the money to pay taxes on 
the conversion amount. If you go Roth this year and change 
your mind, the I.R.S. gives you until October 15, 2018 to 
undo the conversion.7 
    
Can you take advantage of the American Opportunity 
Tax Credit? The AOTC allows individuals whose modified 
adjusted gross income is $80,000 or less (and joint filers 
with MAGI of $160,000 or less) a chance to claim a credit of 
up to $2,500 for qualified college expenses. Phase-outs kick 
in above those MAGI levels.4 
    
What can you do before they ring in the New Year? Talk 
with a financial or tax professional now rather than in Feb-
ruary or March. Little year-end moves might help you im-
prove your short-term and long-term financial situation. 
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Retirement accounts are not bank accounts. Nor should they be 

treated as such. When retirement funds are drawn down, they 

impede the progress of retirement planning, even if the money is 

later restored.   

  

In a financial crush, a retirement account may seem like a great 

source of funds. It is often much larger than a savings account; it 

is technically not a liquid asset, but it can easily be mistaken for 

one.  

 

The central problem is this: when you take a loan or an early dis-

tribution from an IRA or a workplace retirement plan, you are 

borrowing from your future self. In fact, you may effectively be 

borrowing more money from your future than you think. Even if 

you put every dollar you take out back into the account, you are 

robbing those dollars you removed of the tax-deferred growth 

and compounding they could have realized while invested. 

 

An early withdrawal will commonly come with a 10% penalty. 

The Internal Revenue Service does not want you to cash out your 

retirement account prior to age 59½, so it puts an additional tax 

on withdrawals from traditional IRAs and employer-sponsored 

retirement plans that occur before then. (This applies even to 

withdrawals defined as “hardship distributions,” where the ac-

count holder has demonstrated a severe financial dilemma and a 

lack of other financial sources to address the problem.)1,2  

 

The money exiting the plan is considered a distribution of ordi-

nary, taxable income. So, you will pay regular income tax on the 

money you take out, plus a penalty equal to 10% of the amount 

withdrawn.1,3 

 

In the case of a workplace retirement plan, you will not even re-

ceive 100% of what you take out. The plan must withhold 20% of 

the withdrawn funds from you to cover income taxes.2 

         

There is one asterisk worth noting here. The I.R.S. will let you 

withdraw your contributions to a Roth IRA at any point during 

your life, tax free and penalty free. Roth IRA earnings, however, 

are a different story – if you begin to withdraw those earnings 

before you reach age 59½ and have owned the Roth IRA for at 

least five years, then regular income taxes and the 10% penalty 

apply to the distribution.1 

 

Loans come with their own set of issues. Most employer-

sponsored retirement plans allow them once you are vested. You 

can usually withdraw up to $50,000 or 50% of your account bal-

ance, whichever is less; the term of repayment is typically five 

years.1,3 

 

All that may appear very convenient, but you are still borrowing 

money that could be growing and compounding in the account – 

with taxes deferred, no less. Moreover, the loan comes with inter-

est and cuts into your take-home pay.3 

 

In some cases, you may feel like you have no choice but to bor-

row from your employee retirement plan: your back is against 

the wall financially due to hospital bills, high-interest debts, or 

other pressures; you lack other financial means to address these 

pressures; and you certainly do not want to turn to a predatory 

lender. 

 

If you do take a loan from your workplace retirement plan ac-

count, remember two things. One, the loan should not be so large 

that your monthly household debt approaches 35-40% of your 

gross income. Two, you should avoid taking a loan if it appears 

you may leave the company in the coming months. If you quit or 

are fired, you may need to repay the whole loan balance in as 

little as 60 days. Any money you fail to repay will be considered 

a distribution of taxable income to you otherwise.3 

  

All this underscores the need to build an emergency fund. If 

you have adequate cash on hand for sudden financial crises, you 

can refrain from taking what should be thought of as a with-

drawal or loan of last resort.  
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Refrain from Tapping Your Retirement Funds 
Resist the temptation. Your future self will thank you. 


