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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 
2019.
We are happy to share with you our 2018 Year-end Planning Guide so 
you can make the most of your financial strategies. 
Enyi Kanu
Managing Director & Chief Investment Officer
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The Tax Cuts and Jobs Act (TCJA) represents the most sweeping changes to the tax code in 
decades. While you may benefit from the lower tax-rate structure, many tax preference items 
such as deductions were scaled back or eliminated altogether.  You should consult with 
a tax professional to understand how the new law impacts your taxes and if there are any 
strategies that may be considered based on your individual circumstances. 

For example, a first step is determining your marginal income tax rate for 2018 based on 
the new brackets to see if strategies to increase, reduce, or defer income before the end of 
the year make sense. Also, based on drastic reductions in deductions for many taxpayers, 
some clients who historically have itemized deductions may opt for the increased standard 
deduction instead.

DETERMINE THE IMPACT OF THE TAX 
LAW ON YOUR 2018 TAX RETURN

Since many investors typically request distributions from retirement accounts annually in 
December to satisfy minimum distribution requirements, it is a good idea to make sure you 
are on track. The Internal Revenue Service has specific rules for taking RMDs. In fact, the 
penalty for not taking a required distribution is steep: 50% of the required amount. 

Having a conversation about RMDs may also lead to identifying stray retirement accounts for 
consolidation. Or, grandparents not relying on income from RMDs may also be interested in 
using those funds to establish a 529 savings account for grandchildren or some other tax-
free strategies.

REVIEW YOUR REQUIRED MINIMUM 
DISTRIBUTIONS (RMDs)
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CONSIDER TAX SMART STRATEGIES FOR 
CHARITABLE GIVING

Historically, a third of taxpayers itemize deductions on their tax return. A near-doubling 
of the standard deduction, coupled with reductions in many popular deductions (state 
and local taxes for example), means that less than 10% of taxpayers will likely itemize 
in 2018. This has profound implications for making charitable gifts. 

For taxpayers who are planning on claiming the standard deduction in 2018, there are 
two strategies to consider. For those age 70½ or older, distributing funds from an IRA 
tax free directly to a qualified charity (up to $100,000 per IRA owner and can include 
RMDs) may be a good option.

“ ”
Lumping multiple years of charitable donations may have 
its tax-saving upside, yet few filers are aware of it as a 
strategy. 
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Another strategy is the concept of “lumping” multiple 
years of charitable gifts into one year in order to 
itemize deductions on that year’s tax return. For 
example, instead of a couple gifting $10,000 annually 
to a charity, consider gifting $30,000 in one year, 
representing three years’ worth of gifts. The couple 
could benefit from itemizing deductions that tax year 
and claim the higher standard deduction the next two 
years.



Have your advisor review your taxable portfolios, to identify opportunities to strategically 
generate losses to offset other gains.  For example, using a tax-swap strategy for mutual 
fund holdings allows you to realize a tax loss while retaining essentially equivalent market 
exposure.

CONDUCT ANNUAL BENEFICIARY REVIEWS

IDENTIFY OPPORTUNITIES TO 
HARVEST TAX LOSSES4
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This is a great way to avoid potential pitfalls, if you own IRAs that will not be used 
for retirement income, consider treating the account as a “Stretch IRA,” ensuring 
that the tax-deferred income benefits extend to future generations.  



Are you aware of current estate and gift tax laws? Year-end provides an opportunity 
to review your existing estate plans and consider gifting strategies. The annual gift tax 
exclusion for individuals increases slightly to $15,000, and the lifetime estate and gift tax 
exclusion doubles to $11.18 million for 2018. The drastic increase in the lifetime exclusion 
means that you should review existing trusts and other documents with your attorney to 
see if any modifications are necessary. Also, there may be opportunities for large lifetime 
gifts, considering the doubling of the exclusion amount.

UPDATE YOURSELF ON THE CURRENT 
ESTATE AND GIFT TAX6



The annual gifting limit for 2018 is $15,000, and a special 529-plan exclusion allows five 
years’ worth of gifts — up to $75,000 or $150,000 for married couples — to be contributed 
at once, provided that no other gifts are made within the next five-year period. And there’s 
also an added benefit for grandparents who own 529s: These assets are not currently 
factored as assets for determining federal financial aid under the FAFSA process. However, 
distributions from these accounts may be counted as part of the income test portion of the 
financial aid calculation.

DISCUSS YEAR-END GIFTING 
STRATEGIES USING 529s

The new tax law introduced a provision (IRC Section 199A) that allows certain taxpayers to 
deduct 20% of qualified business income (QBI) on their tax returns. Business income from 
pass-through entities — sole proprietorships, partnerships, LLCs, and S Corps — may qualify 
for the new deduction. 

Business owners at higher income levels ($207,500 for individuals, $415,000 for couples) 
may be limited or restricted from utilizing the deduction, so strategies to reduce taxable 
income under these thresholds may be appropriate.

BUSINESS OWNERS CAN MAXIMIZE THE 
NEW 20% DEDUCTION FOR QUALIFIED 
BUSINESS INCOME (QBI)
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SMALL-BUSINESS OWNERS SHOULD TALK TO 
THEIR ACCOUNTANTS AND CPA’S ABOUT HOW TO 
TRANSFORM NET OPERATING LOSSES (NOLS) INTO 
TAX-FREE INCOME WITH A ROTH IRA CONVERSION

Small-business owners who will record 
a net operating loss (NOL) this year may 
be able to use it to their advantage. NOLs 
may be carried forward to offset ordinary 
income on future tax returns. Unlike 
net capital losses, where taxpayers are 
limited to using only $3,000 annually to 
offset any ordinary income, taxpayers 
can generally apply NOLs against 80% of 
ordinary income. Clients carrying forward 
large NOLs can use those losses to offset 
the additional income from a Roth IRA 
conversion. 

The rules on calculating and utilizing 
NOLs are complicated, so it is critical 
for you to consult with a qualified tax 
professional. More information on NOLs 
can be found within IRS publication 536, 
“Net Operating Losses for Individuals, 
Estates, and Trusts.”
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We use a three-bucket approach to diversify your tax liabilities:  taxable, tax-deferred 
and tax-free.  This exercise may illustrate that you are “overweight”, meaning one or 
more areas need proper reallocation into the other buckets.  For many, this exercise may 
illustrate that they are “overweight” in one area, namely traditional, tax-deferred retirement 
accounts. 

Many clients could benefit from increasing their allocations to tax-free vehicles by 
investing in municipal bonds, converting an account to a Roth IRA, or by incorporating 
other additional tax-free income strategies.   

DIVERSIFYING YOUR TAX LIABILITIES10
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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 think about reducing 2018 taxes and 
begin planning for your 2019 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 qualified tax professional 
who can advise you on the specifics of your personal
financial situation. We can coordinate this for you.

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.

HOW kANU CAN HELP

WOULD SOMEONE YOU KNOW BENEFIT FROM RECEIVING THIS 
COMMUNICATION?

IF SO, CALL OUR OFFICE AT (513) 769-2700 AND PROVIDE THEIR CONTACT 
INFORMATION, WE WILL BE HAPPY TO SEND THEM A COPY.

DISCLOSURES
The information contained herein is general in nature and based on 
authorities that are subject to change. kANU Asset Management 
guarantees neither the accuracy nor completeness of any information 
and is not responsible for any errors or omissions, or for results obtained 
by others as a result of reliance upon such information. kANU Asset 
Management assumes no obligation to inform the reader of any changes 
in tax laws or other factors that could affect information contained herein. 
This publication does not, and is not intended to, provide legal, tax or 
accounting advice, and readers should consult their tax advisors 
concerning the application of tax laws to their particular situations.

kANU Asset Management, LLC is a Registered Investment Advisory (RIA) Firm. Securities are offered 
through Capital City Securities LLC, Member FINRA/SIPC/MSRB. kANU Asset Management and Capital City 
Securities, LLC. are separate entities. Neither the named representative nor the named broker/dealer gives 
tax or legal advice.

2018
January 15, 2019

4th Quarter 2018 Estimated Tax 
Payment Due.

If you are self-employed or have 
other fourth-quarter income that 
requires you to pay quarterly 
estimated taxes, get them 
postmarked by January 15, 2019 
tax deadline. 

April 15, 2019

Individual Tax Returns Due for Tax 
Year 2018.

Individual Tax Return Extension 
Form Due for Tax Year 2018
Need more time to prepare your tax 
return? File your request for a tax 
extension by April 15 to push your 
tax deadline back to October 15, 
2019.

1st Quarter 2019 Estimated Tax 
Payment Due

If you are self-employed or have 
other first-quarter income that 
requires you to pay quarterly 
estimated taxes, get your Form 
1040-ES postmarked by April 15, 
2019 tax deadline.

Last Day to make a 2018 IRA 
Contribution

2019
 June 15, 2019

2nd Quarter 2019 Estimated Tax 
Payment Due

       September 15,  2019

3rd Quarter 2019 Estimated Tax 
Payment Due

October 15, 2019

Extended Individual Tax Returns 
Due

If you got a filing extension on your 
2018 tax return, you need to get 
it completed and postmarked by 
October 15, 2019.


