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  FINANCIAL PLANNER

A s the year winds down, it’s time to start thinking 
about the end of 2018 and your taxes. There was a 
major tax overhaul at the end of 2017, and most of 
the provisions in the 2017 Tax Cuts and Jobs Act are 
effective this year. If you haven’t already done so, it’s 

time to evaluate how the new tax law affects your personal 
tax situation.

First and foremost, if you receive W-2 wages, you need 
to review your 2018 withholding and consider making 
changes to your W-4. The tax law brought with it new tax 
withholding tables, so make sure your current withholding 
is sufficient to avoid any underpayment penalties. If it is 
not, you still have time to increase withholding through the 
end of the year.

It’s also a good time to review stock sales for 2018. If your 
portfolio has loss positions, they could be used to offset 
capital gains you have realized this year, thus reducing your 
2018 capital gains tax. 

If you still plan to itemize, even though state and local 
tax deductions are now limited and the standard deduc-
tion has increased, you may want to consider “bunching” 
your charitable contributions to take advantage of them 
this year. Making more contributions in years you itemize, 
and fewer in years when you take the standard deduction, 
will maximize the tax benefit. Since property taxes are now 
limited along with state and local income and sales taxes, 
make sure you allocate any business property taxes to the 
business return (or to the rental schedule on your personal 
return) so you still receive the tax benefit.

You should also note that because the Alternative 
Minimum Tax (AMT) exemption increased with the new 
tax act, you may be able to recapture some of the AMT 
you paid in previous years. You can discuss this with your 
CPA at your year-end tax planning meeting.

NEW DEDUCTION FOR BUSINESS OWNERS
If you are the owner of a business or medical practice 

that is not taxed as a C corporation, you may be eligible 
for the new Section 199A deduction. This is a 20 percent 
deduction against Qualified Business Income (QBI) of pass-

through entities—S corporations, partnerships, sole propri-
etorships, estates, and trusts including LLCs taxed as such. 
This new deduction is effective January 1, 2018 through 
2025. The deduction is the lesser of 20 percent of the tax-
payer’s QBI or 20 percent of taxable income less capital 
gains. Note that this is a deduction against business income 
but it is taken on the owner’s personal return.

For a business owner who is married and files a joint tax 
return, if personal taxable income is below $315,000, there 
are no further limitations—no matter the type of busi-
ness. You can deduct 20 percent of your qualified business 
income. For single, married filing separate or head of house-
hold taxpayers, if your taxable income is below $157,500, you 
get the deduction. This deduction would effectively reduce a 
37 percent tax rate on business income to 29.6 percent!

YEAR-END TAX PLANNING TIPS FOR 2018
What to do now and a review of a new deduction for business owners.
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DO THIS NOW

 If you received W-2 wages, review your 2018 
withholding and consider making changes 
to your W-4. The tax law brought with it new 
tax withholding tables and you need to make 
sure your current withholding is sufficient 
to avoid any underpayment penalties. If it is 
not, increase your withholding through the 
end of the year.  And you should also review 
stock sales for the year to determine if your 
portfolio has any loss positions that can be 
used to offset capital gains you have realized 
for this year.
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But wait, tax law is never that easy. If you are over 
the $315,000/$157,500 taxable income threshold, there 
are further restrictions. Specified service business (SSB) 
income is not eligible for the deduction if the owner’s 
personal taxable income exceeds $415,000 for a married 
taxpayer or $207,500 for a single taxpayer. These SSB’s 
include medical practitioners, attorneys, accountants, 
consultants, athletes, financial service providers, and 
investment managers. In fact, if the principal asset of your 
business is your skill or reputation or that of your employ-
ees, you are an SSB. Engineers and architects are exempt 
from this status.

If your business is not an SSB and your taxable income 
is above the thresholds, you have further limitations. Your 
deduction cannot exceed 50 percent of your allocable 
share of W2 wages paid by the business or 25 percent of 
your share of W-2 wages paid by the business plus 2.5 
percent of the unadjusted basis of qualifying business 
property. 

Sound confusing? It is! Talk to your CPA about how this 
pass-through deduction affects you and consider ways to 
either qualify for or maximize the deduction. Can a quali-
fied retirement plan deduction get you under the thresh-
old amount? Should you reduce the W-2 wages you are 
receiving from your S corporation and take more profit 
distributions? Keep in mind your W-2 wages still need to 
reasonably compensate you for the services you provide. 
You might need to change your partnership compensa-

tion structure to reduce guaranteed payments and to 
increase partnership distributions since guaranteed pay-
ments are not eligible for the deduction.

The bottom line is that the new tax law presents us 
with challenges as well as opportunities, and planning 
is essential to maximize your benefits. Talk to your CPA 
about your personal tax situation, and contact OJM 
Group for a free consultation to discuss how you and 
your business can put together a comprehensive and 
effective wealth management plan.  The authors welcome 
your questions. n

To receive a free print copy or ebook download of Wealth 
Management Made Simple and For Doctors Only, text 
AESMAG to 555-888, or visit www.ojmbookstore.com and enter 
promotional code AESMAG at checkout.

Disclosure: OJM Group, LLC. (“OJM”) is an SEC registered 
investment adviser with its principal place of business in the 
State of Ohio.  OJM and its representatives are in compliance 
with the current notice filing and registration requirements 
imposed upon registered investment advisers by those states 
in which OJM maintains clients.  OJM may only transact busi-
ness in those states in which it is registered, or qualifies for 
an exemption or exclusion from registration requirements.  
For information pertaining to the registration status of OJM, 
please contact OJM or refer to the Investment Adviser Public 
Disclosure web site www.adviserinfo.sec.gov.

For additional information about OJM, including fees and 
services, send for our disclosure brochure as set forth on Form 
ADV using the contact information herein.  Please read the dis-
closure statement carefully before you invest or send money.

This article contains general information that is not suitable 
for everyone.  The information contained herein should not 
be construed as personalized legal or tax advice.   There is no 
guarantee that the views and opinions expressed in this arti-
cle will be appropriate for your particular circumstances.  Tax 
law changes frequently, accordingly information presented 
herein is subject to change without notice.  You should seek 
professional tax and legal advice before implementing any 
strategy discussed herein.

DAVID B. MANDELL, JD, MBA
n  David B. Mandell, JD, MBA is an attorney and author of more than a dozen books 

for physicians, including For Doctors Only: A Guide to Working Less and Building 
More. He is a principal of the wealth management firm OJM Group  
www.ojmgroup.com. 

n Carole Foos, CPA is also a principal and lead tax consultant at OJM Group.
n They can be reached at 877-656-4362 or mandell@ojmgroup.com.

“IT’S TIME TO START THINKING 
ABOUT THE END OF 2018 AND YOUR 
TAXES. THERE WAS A MAJOR TAX 
OVERHAUL AT THE END OF 2017, 
AND MOST OF THE PROVISIONS IN 
THE 2017 TAX CUTS AND JOBS ACT 
ARE EFFECTIVE THIS YEAR. IF YOU 
HAVEN’T ALREADY DONE SO, IT’S 
TIME TO EVALUATE HOW THE NEW 
TAX LAW AFFECTS YOUR PERSONAL 
TAX SITUATION.”


