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Some surveys indicate that more than 30% of all charitable giving occurs in December. The year-
end holiday spirit may be a factor in the early winter philanthropy, but taxes probably play a role, 
as well. To do well while doing good, you might reconsider the typical practice of writing checks 

for gifts to charity. Instead, give appreciated securities. Going into the ninth year of a bull market, you 
probably have stocks or stock funds that have gained value and would be ideal for contributing to your 
favorite cause.

Example 1:

Wendy Harris donates by check, $5,000 every year to a cancer research charity. This year, Wendy looks 
over her portfolio and sees that one of her stocks has appreciated substantially since its purchase in 
2015, so she decides to reduce her exposure to that company. Wendy paid $30 each for the shares, 
which now trade at $50. If she sells $5,000 worth of those shares, Wendy would have a $2,000 long-
term capital gain and owe $400 to the IRS, at a 20% tax rate. Instead, she donates $5,000 worth of 
shares to her favorite charity. With this tactic, Wendy would get the same $5,000 tax deduction that 
she would have received with a cash contribution. If the assets have been held longer than one year, 
donors can deduct the fair market value of the contribution. Yet, the donated shares would have been 
worth $4,600 to Wendy if she had sold them and paid the tax on her gain. Meanwhile, the recipient 
can sell the shares for $5,000 and owe no tax as a charitable organization. Therefore, Wendy gets a full 
tax break, the charity keeps the full amount, and the capital gain tax obligation is never paid.

Multiple choice

The strategy followed by Wendy can be effective if you wish to make one or two charitable gifts of 
appreciated securities. However, if you want to make many gifts to various charities, the process can  
be cumbersome. In these situations, you might want to contribute via a donor advised fund. 

Senior strategies 

Yet another charitable opportunity is available for IRA owners over the age 70½. Instead of writing 
checks or donating appreciated assets, they can make qualified charitable distributions (QCDs) from 
their IRAs, up to $100,000 per donor per year.

Example 2:

Phyllis Thompson, age 77, donates a total of $10,000 a year to 3 different charities. Phyllis takes 
the standard deduction, rather than itemizing, so she gets no tax benefit from these donations. In 
2017, Phyllis donates via QCDs: she sends the $10,000 directly from her IRA to the 3 charities. In this 
example Phyllis has a required minimum distribution (RMD) of $15,000 in 2017. The $10,000 QCD 
counts as part of her RMD, so Phyllis satisfies her full RMD with a $5,000 IRA withdrawal. Here, Phyllis 
has fulfilled her philanthropic intentions and the charities have received their funds. Instead of paying 
tax on a $15,000 taxable RMD, Phyllis picks up $5,000 of taxable income, saving tax by using QCDs.

Year-end Tax Planning  
for ChariTable donaTions
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Note that people who itemize deductions may also benefit from using QCDs because making RMDs to 
charity, rather than to IRA owners, will reduce adjusted gross income (AGI). A lower AGI, in turn, may 
deliver benefits as certain itemized deductions are phased out at higher levels of AGI.

WhiCh small business reTiremenT  
Plan oPTion is righT for You?

There are many retirement plan options available, below is a summary of those most  commonly 
used:

Safe Harbor 401(k)s

As 401(k) plans have gained popularity, many employees or prospective employees expect to have 
such a plan at the company where they work. Employers commonly like the fact that 401(k) plans are 
largely self-funded from employees’ tax deferred contributions from their earnings.

However, 401(k)s have drawbacks, too. One key issue is the requirement that they don’t
discriminate in favor of highly-compensated employees. Testing is required, and failing such tests 
may result in limiting the retirement contributions of owner-employees.

With the safe harbor versions of a 401(k), employers make certain contributions to  
employees’ accounts. Anti-discrimination testing isn’t required, and owner-employees can maximize 
contributions to their own retirement funds if they wish. The downside to such plans is that the  
required employer contributions can be expensive.

Bottom line: These plans can appeal to business owners who want to offer a 401(k)  
retirement plan yet avoid nondiscrimination testing.

Solo 401(k)s

Yet another variety of a 401(k) is available to companies without any common-law employees. If the 
only people working at the firm are owners, business partners, shareholders, and their spouses, a 
solo 401(k) can be used. (Independent contractors hired by the company, as well as part-time  
workers who are paid for less than 1,000 hours a year, can be excluded.)

Solo 401(k)s allow business owners and their employed spouses to make relatively large
contributions. With a standard 401(k), the 2017 maximum is $18,000 a year, or $24,000 for those 50 
or older. Solo 401(k)s permit both employee and employer contributions, so the maximums for 2017 
can be $54,000 or $60,000.

Bottom line: If your company qualifies, these plans can allow you (and your employed spouse) to 
make substantial retirement plan contributions.
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SIMPLE IRAs

Compared with other retirement plans, savings incentive match plan for employees (SIMPLE) IRAs 
allow relatively low contributions: no more than $31,000 a year. That number is for participants 50 or 
older receiving both employer and employee contributions, so the maximum is much lower for many 
participants.

On the other hand, SIMPLE IRAs are designed to be easy when completing paperwork. Companies 
fill out a short form to establish the plan and ensure that IRAs are set up for each employee. To be 
eligible, your company must have no more than 100 employees and must not sponsor another  
retirement plan.

Going forward, there is no annual filing requirement, and nondiscrimination testing is not necessary. 
Administrative costs usually are low. However, certain contributions to employees’ SIMPLE IRAs are 
required.

Bottom line: If you want to offer a retirement plan that requires little administration and you are content 
with the contribution limits to your own account, a SIMPLE IRA can be a viable choice.

Profit-sharing plans

The name of these plans might help motivate employees. If they help the company do well (make  
significant profits), the company may make a meaningful contribution to their retirement accounts.

Actually, your company has no obligation to give a certain percentage of any profits to its employees. 
As an employer, you can raise or lower annual contributions as you wish or even skip them altogether.

In addition, profit-sharing plans come in different forms. Some will contribute a certain percentage of 
compensation to all participants, and other plan designs may skew contributions to certain individuals, 
according to various formulas.

Bottom line: If your company can afford substantial tax-deductible contributions to employees’  
retirement accounts, a well-publicized profit-sharing plan can be a potent motivator.

Defined benefit plans

Traditional pension plans are defined benefit plans. They commit employers to certain contributions 
each year and to certain payouts to retirees. They may be too costly to administer
and not flexible for most small companies.

Nevertheless, they can appeal to companies whose owners want the largest possible contributions to 
their retirement funds. In some circumstances, annual contributions to the principal’s account can reach 
well into six figures and are tax deductible. Large contributions must be made to the plan to provide a 
sizable pension to  participants.
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Bottom line: Defined benefit plans may work well for companies when the owner or owners are
planning to retire in 5–10 years. Assuming that there are other employees who are younger and  
modestly paid, the owners might build up a large pension fund in a few years while relatively few 
dollars go to fund other employees’ retirements.

Final thought: The preceding list is not exhaustive, as other retirement plans may be adopted by small
businesses and professional practices. If you have any questions about which option is right for you, 
please don’t hesitate to contact us.

WhaT’s neW aT siller & Cohen: 
4Th QuarTer 2017

Speaking Events:

• Jeff Cohen was asked to provide a continuing education class to a prominent Long Island CPA firm.
The topics included the status of life insurance strategies, an update on the economy and related
investment planning.

• Randy Siller was recently interviewed on NPR, regarding Tax
Reform.

Visit this link to hear Randy’s interview:

https://soundcloud.com/nantucketcrosscurrents/cross-currents-implications-of-tax-reform-
thanksgiving-thoughts

Staff Achievements:

• We are proud to announce that John Krasniqi and Robert Tocco have completed their Series 7 and
Series 63 security registrations.

Personal:

• We would like to congratulate Josh and Liz Marriott on the birth of their daughter, Abigail, on
11/7/2017.

• We would also like to congratulate Nicholas and Nicolle Strang on their marriage, on 7/28/2017.

Sources:
• The CPA Client Bulletin (ISSN 1942-7271) is prepared by AICPA staff for the clients of its members and other practitioners. The Bulletin carries no official 
authority, and its contents should not be acted upon without professional advice. Copyright © 2017 by the American Institute of Certified Public Accountants, 
Inc., New York, NY 10036-8775. Printed in the U.S.A. Sidney Kess, CPA,JD, Editor. For AICPA customer service, call 888.777.7077 or visit www.aicpastore.com.

• Copyright © 2017, American Institute of CPAs, New York, NY 10036-8775. All rights reserved. The CPA Client Bulletin Select may be used, adapted, modified, 
reproduced and redistributed to clients and prospective clients solely by the subscriber within the context of professional practice, via any marketing channel 
or social media outlet (in print or electronic format), provided the adapted, utilized, or reproduced content and materials are not in any way directly offered for 
sale or profit. CPA Client Bulletin Select is provided to the subscriber solely for the use by the subscriber and the subscriber’s immediate staff. No portion of CPA 
Client Bulletin Select may be distributed to any other unaffiliated professional for reuse. Typical, organic sharing or redistribution via social media channels 
is not considered a violation of these terms. AICPA assumes no liability or responsibility if the subscriber edits or adapts the content. As long as the content is 
used, adapted and distributed in a manner consistent with the terms of this paragraph, the subscriber need not attribute the content or material to AICPA.
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Siller & Cohen is a boutique family wealth advisory firm providing financial solutions for the past twenty-
nine years to institutions and high net worth individuals. We combine the detail and careful attention 
of a smaller firm with the deep resources of a national organization. Our team includes CPAs1, Certified 
Investment Management Analysts, and attorneys.1

While we offer our clients the full range of planning services, our core areas of expertise include wealth 
transfer, investments, and business succession planning. 

1 Licensed, not practicing

Westchester – Supervising Office
800 Westchester Avenue
Suite S-504
Rye Brook, NY 10573
Tel: 914.305.9050 
Fax: 914.305.9060  

New York City
250 Park Avenue
7th Floor
New York, NY 10017
Tel: 212.572.4874
Fax: 914.305.9060  

www.SillerandCohen.com
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