
 

ARE YOU READY TO CLOSE OUT 2019  

AND RING IN 2020? 

 

Listed below are some “tax tips” that Westside Investment Management, Inc. thinks may be of interest to you.  

If you have any questions, please contact your tax advisor or legal counsel. 

Make an extra mortgage payment: 

If you itemize deductions, you can deduct the interest you pay on qualified personal residence debt (a.k.a. mortgages) 

on as much as $750,000 in principal. This can mean a mortgage on your primary residence or a second home, or it 

could mean home equity debt if it was incurred to substantially improve your home. 

One important fact to know is that the deduction is for mortgage interest that you paid during the 2019 calendar year. 

So if you receive the bill for your January mortgage payment and pay it before the end of the year, you could 

potentially have 13 months’ worth of mortgage interest to deduct. 

Defer some income until next year: 

If you have the ability to defer any income into 2020, it could help you significantly lower your tax bill. For example, 

if your employer is planning to give you a year-end bonus, it might be smart to ask if it could be issued after the first 

of the year. To be clear, this will increase your income for next year, so you’ll eventually have to pay taxes on it, but 

if your priority is lowering your tax bill for the current year, this can be a smart way to do it. 

Plan your IRA contributions: 

To be clear, contributions to an IRA don’t need to be made until the April 15 tax deadline. However, now is a good 

time to make a plan to get your traditional or Roth IRA contributions in so you aren’t scrambling at the last minute. 

 

https://www.fool.com/the-ascent/mortgages/articles/is-mortgage-interest-still-deductible-after-tax-reform/
https://www.fool.com/retirement/what-are-the-2019-ira-contribution-limits.aspx


 

Boost your 401(k) contributions: 

If you have a 401(k) or similar retirement plan at work, you probably know that the contributions you make lower 

your taxable income. What you might not know is just how much you’re allowed to contribute. For 2019, the 401(k) 

contribution limit is $19,000 if you’re under 50 or $25,000 if you’re 50 or older. 

While most people don’t necessarily need to max out their contributions, the point is that you might have lots of room 

to put more of your salary in and reduce your taxable income. Unlike IRA contributions, any money you choose to 

put into your 401(k) typically has to be in by the end of the year, but it’s entirely possible to ask your payroll 

department to increase your contribution rate for the last month or two of 2019. 

One Participant 401(k) plan (also known as: Solo 401(k), Solo-k, Uni-k or 

One-participant K): 

 
The one-participant 401(k) plan isn't a new type of 401(k) plan. It's a traditional 401(k) plan covering a business 

owner with no employees, or that person and his or her spouse. These plans have the same rules and requirements as 

any other 401(k) plan. 

Contribution limits in a one-participant 401(k) plan 

The business owner wears two hats in a 401(k) plan: employee and employer. Contributions can be made to the plan 

in both capacities. The owner can contribute both: 

• Elective deferrals up to 100% of compensation (“earned income” in the case of a self-employed individual) 

up to the annual contribution limit: 

o $19,000 in 2019, or $25,000 in 2019 if age 50 or over ($18,500 in 2018, or $24,500 in 2018 if age 50 

or over); plus 

• Employer nonelective contributions up to: 

o 25% of compensation as defined by the plan, or 

o for self-employed individuals, see discussion below 

Total contributions to a participant’s account, not counting catch-up contributions for those age 50 and over, cannot 

exceed $56,000 for 2019. 

 

 

https://www.irs.gov/retirement-plans/plan-participant-employee/retirement-topics-401k-and-profit-sharing-plan-contribution-limits


Max out your HSA: 

In some ways, a health savings account, or HSA, is superior to a 401(k) or other retirement plan. Not only are your 

contributions tax deductible up to the IRS’s annual limit, but if you use the money in the account for qualified 

healthcare expenses, withdrawals will be 100% tax-free, no matter how much your investments have grown. 

If you’re qualified for an HSA in 2019, which generally means that you have a health insurance plan with a 

deductible of at least $1,350 (single) or $2,700 (family), you can contribute as much as $3,500, or $7,000 if you have 

family coverage. Don’t worry about needing all of the money to pay for healthcare -- once you turn 65, you’ll be able 

to withdraw money from your HSA penalty-free for any reason. 

State And Local Tax (SALT) Deduction Caps: 

As part of the Tax Cuts and Jobs Act (TCJA), Congress capped the amount of state and local taxes (SALT) that 

taxpayers can deduct on their federal returns. Taxpayers who were impacted complained that they were unfairly 

targeted, and some scrambled to find ways to protect the deduction (including filing lawsuits to protect workarounds). 

Now, those concerns are going back to Congress as Democrats on the House Ways and Means Committee 

have promised to revisit the cap on SALT deductions. 

In June of 2019, the Select Revenue Measures Subcommittee held a hearing on the matter. One of the issues raised at 

that time tackled an oft-cited statement that the SALT deduction primarily benefits higher-income taxpayers. In 2018, 

the Joint Committee on Taxation reported that 22% of taxpayers who claimed the SALT deduction in 2017 (before 

the impact of the TCJA) reported more than $200,000 in income.  

For now, SALT deductions remain at the same levels. The amount that you can claim for all state and local sales, 

income and property taxes together cannot exceed $10,000, and the limit is not adjusted for inflation. There’s also no 

adjustment based on marital status: single and married taxpayers are limited to the same $10,000 deduction (except 

for married taxpayers filing separately, who are limited to $5,000). 

It’s worth noting that state, local and foreign property taxes, and sales taxes which are deductible on Schedule C, 

Schedule E or Schedule F are not capped. This means that, for example, rental property—even if held individually 

and not in a separate entity—remains deductible and not subject to these limitations. 

Avoid future estate taxes: 

The estate tax only applies to those with over $11.4 million in assets in 2019, but even if this doesn’t apply to you, 

there’s no guarantee that this threshold won’t get significantly lower in the future. 

Any money or property you give away while you’re still alive counts towards this asset threshold as well, but you’re 

entitled to an annual exemption. For 2019, this is $15,000. In other words, if you’re worried about the possibility of 

estate taxes on your loved ones, you can give as much as $15,000 per person completely tax-free for 2019. 

https://www.fool.com/retirement/complete-2019-guide-health-savings-account-hsa.aspx
https://www.forbes.com/sites/kellyphillipserb/2018/07/17/states-sue-irs-treasury-to-strike-down-salt-cap-under-new-tax-law/#2f6bd79b5303
https://news.bloombergtax.com/daily-tax-report/democrats-weighing-changes-to-salt-cap-social-security-benefits
https://www.fool.com/taxes/2019/01/10/2019-estate-tax-rates.aspx


Consider harvesting some investment losses: 

2019 has been a pretty strong year for the stock market, but the entire market doesn’t go up in tandem. If you’re 

sitting on any losing investments, it could be a smart idea to sell them before the end of 2019 in order to offset any 

capital gains you might have. Even if your losses exceed your capital gains, you can use investment losses to lower 

your other taxable income by as much as $3,000 and any additional losses can be carried over until next year. This 

strategy is known as tax-loss harvesting and depending on your situation can significantly lower your tax bill. 

Wait to sell profitable investments: 

If you have any profitable investments you’d like to sell, it can be a smart idea to wait until after the end of the year, 

especially if you don’t have any investment losses that can help offset the gains as discussed in the previous slide. 

Doing so defers any capital gains tax liability until the 2020 tax year. 

Pay any outstanding medical bills: 

For the 2019 tax year, you can deduct qualifying medical expenses that exceed 10% of your adjusted gross income. 

This threshold was 7.5% for the 2017 and 2018 tax years, and it is entirely possible Congress will choose to extend it. 

In any case, if you are close to or above the threshold where you can deduct medical expenses, it’s worth checking if 

you have any outstanding co-pays, prescriptions, or other medical expenses you can pay before Jan. 1. 

Pay all of the property taxes you can before the end of 2019: 

Before the Tax Cuts and Jobs Act limited the state and local tax deduction to $10,000 per return, you could choose to 

prepay property taxes for a future tax year. Unfortunately, this isn’t the case anymore -- you can only deduct property 

taxes that have been assessed (meaning that you’ve received a bill) before the end of the year. 

However, it’s not uncommon for local governments to send property tax bills in October or November. If you get a 

property tax bill late in the year, it can be a smart idea to go ahead and pay it, even if it isn’t due until sometime in 

2020. 

Make your charitable contributions: 

Thanks to the Tax Cuts and Jobs Act, there are few itemizable deductions that are still available, but charitable 

contributions is one of the major write-offs that survived. And this one actually has a pretty high limit -- 60% of your 

adjusted gross income (AGI). 

In order to deduct charitable contributions, you’ll need to get them in by midnight on Dec. 31, so if you anticipate 

being able to itemize deductions for 2019, be sure to make your contributions before the deadline. And be sure to get 

a receipt, whether you’re donating cash or property. 

https://www.fool.com/knowledge-center/what-is-tax-loss-harvesting.aspx
https://www.fool.com/taxes/capital-gains-tax-rates-comprehensive-guide.aspx
https://www.fool.com/investing/2018/12/17/charitable-contributions-and-your-taxes-what-you-n.aspx
https://www.fool.com/investing/2018/12/17/charitable-contributions-and-your-taxes-what-you-n.aspx


Contribute to a 529 plan for your kids or grandchildren: 

To be clear, contributions to 529 college savings plans are not tax deductible -- at least on the federal level. However, 

they do have some excellent tax benefits over the long run, such as tax-deferred investments and tax-free withdrawals 

to cover qualified educational expenses. 

Depending on what state you live in, you may also be able to deduct your 529 contributions on your state tax return. 

529 plans generally have very high contribution limits, so setting some money aside for your kids’ education could be 

a smart year-end tax move for you. 

If you’re self-employed, think outside the box: 

If you own your own business, are a freelancer, or are otherwise self-employed, you might be able to get creative and 

significantly lower your taxable income. For example, if you’re thinking about buying any new business equipment, it 

could be smart to do it before the end of the year. If you need to send invoices to clients, you could defer some 

income by waiting until the end of the year to issue them. These are just a few examples, and depending on the nature 

of your self-employment, you may have several potential tax-reducing weapons in your arsenal. 

Take your RMD if you’re over 70-1/2: 

Here’s one that you really don’t want to get wrong. If you’re over 70-1/2, you are required to start taking distributions 

from your tax-deferred investment accounts like traditional IRAs and 401(k)s. This is known as required minimum 

distributions, or RMDs. 

If you’re just reaching age 70-1/2 in 2019, you can choose to wait until April 1, 2020 to take your first RMD, but that 

doesn’t mean that it’s a smart idea. If you do this, you’ll end up taking two RMDs during 2020, which could easily 

propel you into a higher tax bracket. Any RMDs after your first have to be taken before Dec. 31. 

Whatever you decide to do, under no circumstances should you fail to take a RMD before the deadline. The penalty is 

50% of the amount you should have withdrawn. If you aren’t sure how much you need to take, our guide to RMDs 

can help. 

RMD’s gifted as a Qualified Charitable Donation (QCD): 

Advantages: 

• QCDs are not included in your adjusted gross income (AGI).  

• QCDs always deliver a tax benefit while “regular” charitable donations might not. The Tax Cuts and 

Jobs Act (TCJA) almost doubled the standard deduction amounts for 2018-2025, and you only get a 

tax benefit from a charitable donation if your total itemizable deductions exceed your standard 

https://www.fool.com/retirement/2018/05/07/are-you-familiar-with-529-plans-most-americans-are.aspx
https://www.fool.com/knowledge-center/what-are-required-minimum-distributions.aspx


deduction. So higher standard deductions make it that much harder to claim itemized charitable write-

offs. 

• A QCD taken from your traditional IRA counts as a distribution for purposes of the required minimum 

distribution (RMD) rules. Therefore, you can arrange to donate all or part of your annual RMD (up to 

the $100,000 limit) that you would otherwise be forced to receive and pay taxes on. 

IRS Rules on QCD….. 

1. It cannot occur before you, as the IRA owner or beneficiary, have reached age 70½. 

2. It must meet the normal tax-law requirements for a 100% deductible charitable donation. If you receive any 

benefits that would be subtracted from a donation under the normal charitable deduction rules (such as free tickets to 

an event) the distribution cannot be a QCD. Beware of this rule! 

3. It must be a distribution that would otherwise be taxable. A Roth IRA distribution can meet this requirement if it’s 

not a qualified (meaning tax-free) distribution. However, taking QCDs out of Roth IRAs is generally inadvisable for 

reasons explained later. 

Important point: If you inherited an IRA from the deceased original account owner, you too can do the QCD drill 

with the inherited account if you’ve reached age 70½. 

$100,000 annual limit 

There is a $100,000 limit on total QCDs for any one year. But if both you and your spouse both have IRAs set up in 

your respective names, each of you is entitled to a separate $100,000 annual QCD limit. 

Make tax planning a year-round activity: 

As a final thought, while this is a list of year-end tax moves, it could be smart in future tax years to incorporate some 

of these into your year-round tax planning. For example, instead of contributing a lump sum to charities at the end of 

the year, it can be easier on your wallet to make regular contributions throughout the year. The point is that smart tax 

planning is a something you should ideally do all year, not just at the end of the year and when tax season rolls 

around. 

Qualified Business Income (QBI): 

Started in 2018, taxpayers with qualified business income (including rental income), may be eligible to take a tax 

deduction up to 20% of their QBI. Determining whether or not you will be eligible to capture the full 20% deduction 

on your rental income will be based on your total taxable income for year.  

 

The taxable income thresholds are as follows: 

Single filers: $157,500          Married filing joint: $315,000 

 



“Total taxable income” is not your AGI (adjusted gross income) and it’s not just income from your real estate 

business or self-employment activities. It’s your total taxable income less some deductions. 

 

In order to qualify for the QBI deduction for real estate income, your real estate holdings have to qualify as a “trade or 

business”. The definition of a trade or business for QBI purposes deviates slightly from the traditional IRS definition. 

There is a safe harbor that states if you spend more than 250 hours a year working on that business it will qualify for 

the deduction. 

 

There are a few items to consider in the 250 hour calculation. So called “drive bys” where the owner is spending time 

driving by their properties to check on them does not count toward the 250 hours. If you have a property management 

company, the hours that they spend managing your propoerty can be credited toward your 250 hour requirement. 

However, the property management company has to provide you with proper documentation to qualify for those 

credited hours. 

Beware of the Alternative Minimum Tax: 

Sometimes accelerating tax deductions can cost you money… if you're already in the alternative minimum tax 

(AMT) or if you inadvertently trigger it. 

Originally designed to make sure wealthy people could not use legal deductions to drive down their tax bill, the AMT 

is now increasingly affecting the middle class. 

The AMT is figured separately from your regular tax liability and with different rules. You have to pay whichever tax 

bill is higher. 

This is a year-end issue because certain expenses that are deductible under the regular rules—and therefore candidates 

for accelerated payments—are not deductible under the AMT. 

• State and local income taxes and property taxes, for example, are not deductible under the AMT. So, if you 

expect to be subject to the AMT in 2019, don’t pay the installments that are due in January 2020 in December 

2019. 

Avoid the kiddie tax: 
 

Congress created the "kiddie tax" rules to prevent families from shifting the tax bill on investment income from Mom 

and Dad's high tax bracket to junior's low bracket. 

• For 2019, the kiddie tax taxes a child's investment income above $2,200 at the same rates as trusts and estates 

which are typically higher than rates for individuals. 

• If the child is a full-time student who provides less than half of his or her support, the tax usually applies until 

the year the child turns age 24. 

https://turbotax.intuit.com/tax-tips/tax-deductions-and-credits/tax-deduction-wisdom-should-you-itemize/L8Ln7K0Gp
https://turbotax.intuit.com/tax-tips/irs-tax-return/alternative-minimum-tax-common-questions/L50YotKHP
https://turbotax.intuit.com/tax-tips/irs-tax-return/alternative-minimum-tax-common-questions/L50YotKHP
https://turbotax.intuit.com/tax-tips/family/what-is-irs-form-8615-tax-for-certain-children-who-have-unearned-income/L1o1aoQu8


So be careful if you plan to give a child stock to sell to pay college expenses. If the gain is too large and the child’s 

unearned income exceeds $2,200, you could end up paying taxes at the same rates as trusts and estates. 

Minimizing federal income tax on trusts under the Tax Cuts and Jobs 

Acts (TCJA): 

In 2019, individuals can effectively exclude the first $12,200 ($24,400, if married) of income (i.e., the standard 

deduction for individual taxpayers, which is adjusted for inflation), whereas trusts can effectively exclude only the 

first $100 ($300, if a simple trust), which is the deductible exemption amount for a trust. Individuals at the same level 

of taxable income are also taxed at significantly lower ordinary income tax rates than trusts. This gap in income tax 

treatment has widened considerably under the TCJA. 

Proposed solutions 

Some planning ideas that trustees, tax professionals and advisers may wish to consider to assist their clients in responding 

to their current tax predicament, the challenge of achieving significant income tax savings while also preserving all of the 

nontax purposes of the trust. 

 Use of Sec. 678 withdrawal power over trust income 

For new trusts, drafting a Sec. 678(a)(1) withdrawal power over taxable income into the trust (other than a simple 

trust) to tax the trust beneficiary on all trust taxable income is not only permissible in the tax law, but, for all the 

income-tax-saving reasons outlined above, is usually advisable. (See Regs. Secs. 1.678(a)-1, 1.671-3(c), 1.677(a)-

1(g), Ex. 2.)  

Use of trustee suspension power 

One reason for the needed flexibility is the above-noted manner in which certain trust expenses are treated for trust 

versus individual income tax purposes. The unbundled portion of trustee fees not attributable to investment 

advisory services, for example, may be deductible for trust income tax purposes, under the current tax law, but not 

deductible for individual income tax purposes. Under the regulations, an allocable portion of these types of fees 

would be applied to the beneficiary of the Sec. 678 withdrawal power, and as a consequence would no longer be 

deductible. (See Regs. Secs. 1.678(a)-1, 1.671-3(c), 1.677(a)-1(g), Ex. 2.) The trustee may thus find himself or 

herself in a situation where the federal marginal income tax rate applicable to the individual beneficiary is much 

lower than the trust marginal income tax rate, but making use of the former would eliminate a potentially 

significant annual income tax deduction. 

Planning with existing trusts 

When CPAs, attorneys, trustees, and their financial advisers are faced with existing (i.e., irrevocable) trusts, 

consideration should be given to employing the state's decanting legislation to move the trust assets to a new Sec. 



678 trust, which will receive much more favorable income tax treatment for the current beneficiary and 

remaindermen of the trust. While it can be argued that it would be unfair to the trust remaindermen to add a Sec. 

678 withdrawal power over income (including capital gains) to the trust in favor of the current beneficiary, the 

trustee should bear in mind that saving income taxes for the trust will usually benefit the remaindermen of the trust 

at least as much as it will benefit the current income beneficiaries, and also that the trustee possesses the power to 

suspend the current beneficiary's withdrawal power if it is being abused. 

If a state does not have a decanting statute, it may still be possible for the trustee to distribute trust assets under a 

typical maintenance, support, health care, and education standard to the trustees of a new trust, which includes a 

Sec. 678 withdrawal power over trust income, the theory being that such a distribution is warranted because it will 

maximize the funds ultimately available to the beneficiary for his or her maintenance, support, health care, and 

education, as well as maximize the funds ultimately available to the trust remaindermen. 

Contribution Changes for 2019: 

• The contribution limit for employees who participate in 401(k), 403(b), most 457 plans, and the federal 

government’s Thrift Savings Plan is increased from $18,500 to $19,000. 

• The limit on annual contributions to an IRA, which last increased in 2013, is increased from $5,500 to 

$6,000. The additional catch-up contribution limit for individuals aged 50 and over is not subject to an annual 

cost-of-living adjustment and remains $1,000. 

• The income ranges for determining eligibility to make deductible contributions to traditional Individual 

Retirement Arrangements (IRAs), to contribute to Roth IRAs and to claim the saver’s credit all increased for 

2019. 

• Taxpayers can deduct contributions to a traditional IRA if they meet certain conditions. If during the year 

either the taxpayer or their spouse was covered by a retirement plan at work, the deduction may be reduced, or 

phased out, until it is eliminated, depending on filing status and income. (If neither the taxpayer nor their 

spouse is covered by a retirement plan at work, the phase-outs of the deduction do not apply.) Here are the 

phase-out ranges for 2019: 

• For single taxpayers covered by a workplace retirement plan, the phase-out range is $64,000 to $74,000, 

up from $63,000 to $73,000. 

  

• For married couples filing jointly, where the spouse making the IRA contribution is covered by a 

workplace retirement plan, the phase-out range is $103,000 to $123,000, up from $101,000 to $121,000. 

 

  



• For an IRA contributor who is not covered by a workplace retirement plan and is married to someone who 

is covered, the deduction is phased out if the couple’s income is between $193,000 and $203,000, up from 

$189,000 and $199,000. 

  

• For a married individual filing a separate return who is covered by a workplace retirement plan, the phase-

out range is not subject to an annual cost-of-living adjustment and remains $0 to $10,000. 

The income phase-out range for taxpayers making contributions to a Roth IRA is $122,000 to $137,000 for singles 

and heads of household, up from $120,000 to $135,000. For married couples filing jointly, the income phase-out 

range is $193,000 to $203,000, up from $189,000 to $199,000. The phase-out range for a married individual filing a 

separate return who makes contributions to a Roth IRA is not subject to an annual cost-of-living adjustment and 

remains $0 to $10,000. 

The income limit for the Saver’s Credit (also known as the Retirement Savings Contributions Credit) for low- and 

moderate-income workers is $64,000 for married couples filing jointly, up from $63,000; $48,000 for heads of 

household, up from $47,250; and $32,000 for singles and married individuals filing separately, up from $31,500. 

• Effective Jan. 1, 2019, the limitation on the annual benefit under a defined benefit plan under Section 

415(b)(1)(A) is increased from $220,000 to $225,000. For a participant who separated from service before 

Jan. 1, 2019, the limitation for defined benefit plans under Section 415(b)(1)(B) is computed by multiplying 

the participant's compensation limitation, as adjusted through 2018, by 1.0264. 

• The limitation for defined contribution plans under Section 415(c)(1)(A) is increased in 2019 from $55,000 

to $56,000. 

The Code provides that various other dollar amounts are to be adjusted at the same time and in the same manner as 

the dollar limitation of Section 415(b)(1)(A). After taking into account the applicable rounding rules, the amounts for 

2019 are as follows: 

• The limitation under Section 402(g)(1) on the exclusion for elective deferrals described in Section 402(g)(3) is 

increased from $18,500 to $19,000. 

  

• The annual compensation limit under Sections 401(a)(17), 404(l), 408(k)(3)(C), and 408(k)(6)(D)(ii) is 

increased from $275,000 to $280,000. 

  

• The dollar limitation under Section 416(i)(1)(A)(i) concerning the definition of key employee in a top-heavy 

plan is increased from $175,000 to $180,000. 

 

 

  



• The dollar amount under Section 409(o)(1)(C)(ii) for determining the maximum account balance in an 

employee stock ownership plan subject to a 5 year distribution period is increased from $1,105,000 to 

$1,130,000, while the dollar amount used to determine the lengthening of the five year distribution period is 

increased from $220,000 to $225,000. 

 

 

 

 

 

 

 

 

 

 

 

 

The opinions voiced in this material are for general information only and are not intended to provide specific advice or 
recommendations for any individual. This information is not intended to be a substitute for specific individualized tax or legal 
advice. Prior to investing in a 529 Plan, investors should consider whether the investor's or designated beneficiary's home 
state offers any state tax or other state benefits such as financial aid, scholarship funds, and protection from creditors that 
are only available for investments in such state's qualified tuition program. Withdrawals used for qualified expenses are 
federally tax free. Tax treatment at the state level may vary. Please consult with your tax advisor before investing. Non-
qualified withdrawals may result in federal income tax and a 10% federal tax penalty on earnings. We suggest that you discuss 
your specific situation with a qualified tax or legal advisor.  



 

 

 


