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WORKING TOGETHER SETS US APART

2017 Year-End Tax Planning 
for Individuals and Businesses

Tax
Advisory
Group

As 2017 winds down, business owners may 
still benefit from several tax savings strategies. 
At HBK CPAs & Consultants, we want to 
ensure that our clients and colleagues are 
aware of the many opportunities still available 
and applicable even this late in the year. 

Year-end planning for 2017 is complicated 
by impending changes to the tax code for 
2018 and beyond. President Trump made tax 
reduction a centerpiece of his economic plans 
during his campaign by proposing lower and 
consolidated individual income tax rates, expanded tax breaks for families and the intent to 
repeal the Affordable Care Act. Those proposed changes are starting to take shape and may 
drastically alter current tax laws.  

Businesses seeking to maximize tax benefits through year-end tax planning in 2017 should 
also look ahead and consider the potential impact tax code changes my have on their 
businesses. If these proposals become law, your tax planning needs to be reviewed. We will 
work with you to maximize your businesses’ potential tax savings. 

TAX REFORM 

Planning For Tax Reform 
The Trump Administration released their “Tax Reform Framework” on September 27, which 
reflects various changes to corporate and personal income tax. The Senate Tax Reform Plan 
was announced on November 13, and the House Bill passed on November 16.  

Changes in these reform plans include a potential doubling of the standard deduction, as well 
as the elimination of personal exemptions and the additional standard deduction for taxpayers 
and spouses. While various deductions and credits would be eliminated — personal 
exemptions for dependents is one example —  the home mortgage interest deduction, 
deductions for charitable contributions and the Child Tax Credit would remain.Under the 
Framework businesses are also currently allowed to immediately write off or expense the cost 
of new investments in depreciable assets other than structures made after September 27, 
2017, for at least five years.

Capital Gains Rates
These reform plans propose changes to the capital gains rates. Remember that short-term 
capital gains are taxed at regular ordinary income rates. 
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However, long term and short term losses can offset capital gains, a strategy that requires tax 
planning to reduce short-term and net long-term capital gains.

Corporate And Pass-Through Taxes
The proposed reform calls for a 20 percent corporate tax rate compared to the current 
maximum tax rate of 35 percent. The House bill also calls for the elimination of the corporate 
alternative minimum tax. Planning strategies that defer income generally make sense for 
corporations due to the possibility that the rate will drop to 20 percent in the following 
year. However, some corporations now pay an effective rate lower than 20 percent, due to 
preferential tax treatment that would potentially be eliminated or significantly reduced in favor 
of this 20 percent rate.

Currently, owners of partnerships, S Corporations and sole proprietorships pay tax at the 
individual rates. The House Bill would reduce the highest 39.6 percent tax rate to a 25 
percent tax rate for pass-through entities, a change that is aimed specifically at small 
business owners. The Senate proposes a deduction for certain pass-through income instead 
of the possible 25 percent tax rate proposed by the House. Planning strategies should pay 
close mind to pass-through provisions as they develop to maximize the income qualifying for 
pass-through treatment. 

PROVISIONS SET TO EXPIRE
CREDITS, DEDUCTIONS AND INCENTIVES
There are numerous changes to these provisions that will take effect as tax reform legislation 
is passed. Please contact us if you have any questions on how the new laws may impact any 
of the following provisions going forward.

Expired Credits
Certain provisions were not renewed by the PATH Act, which passed in late 2015. These 
credits will either lapse or be rolled into any future tax reform bills. This includes various 
energy credits including the 10 percent credit for qualified energy-efficient improvements and 
the residential energy property credit.  

Expired Incentives and Deductions
The deduction for premiums paid for private mortgage insurance on a 
qualified personal residence has expired. 

Deductions for qualified tuition expenses paid and other related expenses 
up to $4,000 has also expired.

Provisions Set to Expire in 2019
Bonus depreciation applicable to property that you acquire and place 
in service through 2019, or 2020 for certain property types, allows for a 
bonus depreciation percentage of 50 percent. This new rule allows you to 
elect to deduct bonus depreciation for a fruit-bearing or nut-bearing tree, 
vine or other plant if it is planted between 2016 and 2019 in the regular 
course of farming business. You may elect to accelerate the use of prior 
year minimum tax credits in lieu of deducting bonus depreciation. 
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PERMANENT EXTENSIONS
Various provisions have been extended into 2017 and beyond. These provisions, while 
extended currently, could all be subject to change as tax reform legislation is passed. 
Please contact us with questions on any of the provisions discussed in this section.

• The $3,000 threshold applicable to the refundable portion of the child tax credit as it
applies to 15 percent of earned income has been made permanent.

• The American Opportunity Tax Credit for up to $2,500 of qualified education expenses has
permanently replaced the Hope Scholarship Credit.

• The Earned Income Tax Credit (EITC) percentages for families with three or more
qualifying dependents has been permanently increased from 40 percent to 45 percent.

• The discharge of qualified principal residential indebtedness up to $2 million dollars has
been extended.

• The election to deduct sales taxes in lieu of state income taxes has now been
made permanent.

• The tax credit for research and experimentation expenses has now been made permanent,
and qualified small businesses can claim up to $250,000 of the research credit as a payroll
tax credit rather than as a credit against income tax liability.

• The ability to make up to a $100,000 tax free distribution to a charity from certain qualifying
IRAs maintained for an individual who has reached 70.5 years of age is now permanent.

• The higher expense limitation and phase-out amounts for business assets are not
permanent and adjusted for inflation. The phase out amounts are $510,000 and
$2,030,000 for 2017.

INDIVIDUAL TAX PLANNING 
There are several ways to file income tax returns: married filing jointly, head of household, 
single and married filing separately. Married couples, including couples in same-sex 
marriages, may elect to file one return, reporting combined income and computing their tax 
liability using the tax tables and schedules for “Married Persons Filing Jointly.” If a married 
couple filed separately in certain situations, they may amend and file jointly, but a joint return 
cannot be amended to be filed separately.

Many tax benefits are tied to or limited by Adjusted Gross Income (AGI). When considering 
whether to accelerate or defer income or deductions, you should be aware of the impact this 
action may have on your AGI and your ability to maximize itemized deductions. Deduction 
related materials are a good starting point for estimating your AGI. 

Another important number is your “tax bracket,” i.e., the rate at which your last dollar of 
income is taxed. The tax rates for 2017, barring any changes in Congress before the end of 
the year, will be 10 percent, 15 percent, 25 percent, 28 percent, 33 percent, 35 percent and 
39.6 percent.

Tax brackets are indexed for inflation, but if your income increases faster than the inflation 
adjustment, you may be pushed into a higher bracket. If this happens, your potential benefit 
from any tax-saving opportunity is increased (as is the cost of overlooking that opportunity).
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LIFE CHANGES THAT IMPACT YEAR-END TAX PLANNING

• Change in filing status: marriage, divorce, • College or other tuition
death or head of household status

• Birth of a child • Changes to employment

• Child that has outgrown the “kiddie” tax • Retirement

• Child who has outgrown the child credit • Personal Bankruptcy

• Casualty losses •

• •

Inheritance

Business success or 

failures

Changes in medical expenses

• Moving/relocating

Higher income earners must be wary of the 3.8 percent surtax on certain unearned income. 
This surtax is the lesser of Net Investment Income (NII) or the excess of Modified Adjusted 
Gross Income (MAGI) over the threshold amount ($250,000 for joint filers). As year-end 
nears, a taxpayer’s ability to minimize or eliminate the 3.8 percent surtax will depend on 
his or her estimated MAGI and NII for the year. Some taxpayers should consider ways to 
minimize (e.g., through deferral) additional NII for the balance of the year; others should try 
to see if they can reduce MAGI other than NII, and still others will need to consider ways to 
minimize both NII and other types of MAGI.

The 0.9 percent additional Medicare tax also may require higher income earners to take year-
end actions. The tax applies to individuals when the sum of their wages received with respect 
to employment and their self-employment income is greater than an unindexed threshold 
amount. Employers must withhold the additional Medicare tax from wages in excess of 
$200,000 regardless of filing status or other income. Self-employed persons must take it into 
account in figuring estimated tax. There could be situations where an employee may need to 
have more withheld toward the end of the year to cover the tax.

Individual Developments
Beyond the proposed tax reform bill from the House, there have been numerous changes to 
other tax laws by the IRS and the courts that impact individual tax planning strategies. 

• The IRS has unveiled a new self-certification process for taxpayers who inadvertently miss
the 60 day limit for certain retirement plan distribution rollovers.

• The IRS has also announced it would not contest a Ninth Circuit Court of Appeals defeat
finding that multiple unmarried taxpayers co-owning a qualifying residence could double
the normal $1.1 million mortgage debt limit for interest deduction purposes.

• The IRS has updated its policy concerning Offer In Compromise (OIC) applications that are
received on or after March 27, 2017.

• The IRS has also extended deadlines and other requirements for individuals and businesses
that were victims of hurricanes Harvey, Irma and Maria in 2017.

2017 TAX PLANNING LETTER
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Individual Tax Strategies
There are many planning moves that can be taken to help lower your tax bill for this year 
and beyond.

Not every item in this section will apply to you, but we can narrow down the specific actions 
you can take advantage of and help to create a plan tailored to your tax needs. 

• Take an eligible rollover distribution from a qualified retirement plan before the end of 
2017 if you are facing a penalty for underpayment of estimated tax and having your 
employer increase your withholding is unavailable or won’t sufficiently address the problem. 
Income tax will be withheld from the distribution and will be applied toward the taxes owed 
for 2017.

• You may be able to save taxes by applying a bunching strategy to pull “miscellaneous” 
itemized deductions and medical expenses into this year. This strategy would be especially 
beneficial if Congress eliminates such deductions beginning in 2018.

• Increase the amount you set aside for next year in your employer’s health Flexible Spending 
Account (FSA) if you set aside too little for this year. 

• If you become eligible in December 2017 to make Health Savings Account (HSA) 
contributions, you can make a full year’s worth of deductible HSA contributions for 2017.

• You can defer income, such as employer bonuses, until next year in anticipation of the 
reduced rates of 2018.

• Convert your eligible traditional IRA into a Roth IRS if you believe this to be a better 
investment solution for you. Keep in mind this conversion will increase your AGI for 2017.

• Consider using a credit card to pay deductible expenses before the end of the year. Doing 
so will increase your 2017 deductions even if you don’t pay your credit card bill until after 
the end of the year. 

• If you expect to owe state and local income taxes when you file your return, consider asking 
your employer to increase withholding of these taxes. Or pay estimated tax payments of 
state and local taxes before year-end to pull that deduction into 2017 if you won’t be subject 
to Alternative Minimum Tax (AMT) in 2017. Pulling state and local tax deductions into 2017 
would be especially beneficial if Congress eliminates such deductions beginning next year. 

• Make gifts sheltered by the annual gift tax exclusion before the end of the year and thereby 
save gift and estate taxes. The exclusion applies to gifts of up to $14,000 made in 2017 to 
each of an unlimited number of individuals. Such transfers may save family income taxes 
where income-earning property is given to family members in lower income tax brackets 
who are not subject to the kiddie tax. You can’t carry over unused exclusions from one year 
to the next.

BUSINESS TAX PLANNING  
Deferring income to the next taxable year is a time-honored year-end planning tool. If you 
expect your taxable income to be higher in 2017 than in 2018, or if you anticipate being in 
the same or a higher tax bracket in 2017 than in 2018, you may benefit by deferring income 
into 2018. This can be accomplished in a variety of ways:

• Adopt the cash method of accounting instead of the accrual method. Using this 
accounting strategy, you can generally put yourself in a better position to take accelerated 



6hbkcpa.com

2017 TAX PLANNING LETTER

deductions and deferring income. Small 
businesses with gross receipts of $1 million 
or less, certain C corporations with gross 
receipts of $5 million or less for the past 
3 taxable years and certain taxpayers with 
gross receipts of $10 million or less may be 
able to take advantage of this planning tool.

• Delay billing for those taxpayers on the
cash method so that payments from year-
end billing to clients isn’t received until
2018. Additionally, if you are thinking of
selling property prior to the year’s end, it
might make sense to consider selling the
property and reporting the gain under the
installment method to defer payments and
tax until 2018.

If you are concerned about being in a higher tax bracket in 2018 than in 2017, you may 
benefit from accelerating income into 2017. This may also allow you to take advantage of an 
offsetting deduction or credit that will not be available to you in future years. If you report your 
business income and expenses on a cash basis, issue bills and pursue collection before the 
end of 2017, or ask your clients or customers to pay in advance for January 2018 goods or 
services. Any income received using these steps will shift income from 2018 to 2017.

Keep in mind that any income acceleration or deferral strategy will depend on the changes 
to the current tax law proposed by the House and Senate, so please contact us for any 
information on how these new developments may impact your end-of-year tax planning. 

Business Incentives
Numerous credits and deductions may be available to you this tax year should you qualify.  

• Research and Development Tax Credit. Eligible small businesses ($50 million or less in
gross receipts) may claim the research and development tax credit against alternative
minimum tax liability. The PATH Act has permanently extended this credit also allowing
eligible small businesses to offset both regular tax and AMT with research credits. Start-up
small businesses can now elect to apply a portion of the research credit against payroll tax
instead of income tax.

• Employer Wage Credit for Employees in the Military. Some employers continue to pay
all or a portion of the wages of employees who are called to active military service. The
amount of the credit is equal to 20 percent of the first $20,000 of differential wage
payments to each employee for the taxable year. Beginning in 2016 and into 2017,
employers of any size with a written plan for providing such differential wage payments
are eligible for the credit.

• Work Opportunity Credit. The work opportunity credit is an incentive provided to employers
who hire individuals in groups whose members historically have had difficulty obtaining
employment. The credit gives a business an expanded opportunity to employ new workers
and to be eligible for a tax credit based on the wages paid. The credit is available for first-
year wages paid or incurred for employees hired who began work during certain years the
credit was available. Employers who hire qualified long-term unemployed individuals will be
entitled to an increased credit amount for new hires that begin to work for an employer on
or after January 1, 2016, through December 31, 2019.
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• A newly enacted law provides a wage credit for employers who had to shut down their 
business due to the recent hurricanes but kept employees on the payroll. The credit is 
calculated based on wages paid prior to January 1, 2018. However, the work opportunity 
credit cannot be taken if the employee retention credit is claimed.

• Small Employer Pension Plan Startup Cost Credit. Certain small business employers 
that did not have a pension plan for the preceding three years may claim a nonrefundable 
income tax credit for expenses related to establishing and administering a new retirement 
plan for employees. The credit applies to 50 percent of qualified administrative and 
retirement education expenses for each of the first three plan years with a credit maximum 
of $500 per year.

Business Tax Strategies 
Businesses should consider making expenditures that qualify for the business property 
expensing option. For tax years beginning in 2017, the expensing limit is $510,000 and the 
investment ceiling limit is $2,030,000. Expensing is generally available for most depreciable 
property (other than buildings), off-the-shelf computer software, air conditioning and heating 
units, qualified real property, qualified leasehold improvement property, qualified restaurant 
property and qualified retail improvement property. The generous dollar ceilings that apply 
this year mean that many small and medium sized businesses that make timely purchases 
will be able to currently deduct most if not all of their outlays for machinery and equipment. 

• Businesses should also consider buying property that qualifies for the 50 percent bonus 
first year depreciation if bought and placed in service this year (the bonus percentage 
declines to 40 percent next year). The bonus depreciation deduction is permitted without 
any proration based on the length of time that an asset is in service during the tax year. As 
a result, the 50 percent first-year bonus write off is available even if qualifying assets are in 
service for only a few days in 2017.

• Businesses may be able to take advantage of the de minimis safe harbor election to 
expense the costs of lower-cost assets, materials and supplies, assuming the costs don’t 
have to be capitalized under the Code Sec. 263A Uniform Capitalization (UNICAP) rules. To 
qualify for the election, the cost of a unit of property can’t exceed $5,000 if the taxpayer has 
an Applicable Financial Statement (AFS). If there’s no AFS, the cost of a unit of property 
can’t exceed $2,500. Where the UNICAP rules aren’t an issue, consider purchasing such 
qualifying items before the end of 2017.

• If your business qualifies for the Domestic Production Activities Deduction (DPAD) for its 
2017 tax year, consider whether the 50 percent of W-2 wages limitation on that deduction 
applies. If it does, consider ways to increase 2017 W-2 income, e.g., by bonuses to owner-
shareholders whose compensation is allocable to domestic production gross receipts. Note 
that the limitation applies to amounts paid with respect to employment in calendar year 
2017, even if the business has a fiscal year.

• To reduce 2017 taxable income, consider disposing of a passive activity in 2017 if doing so 
will allow you to deduct suspended passive activity losses. 

• To reduce 2017 taxable income, consider deferring a debt-cancellation event until 2018.
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ADDITIONAL RESOURCES 
The importance of year-end tax planning for 2016 has been heightened by the potential 
for a reduction in future tax rates. It is possible your 2016 and 2017 tax liability can still be 
reduced through careful planning. At HBK, we can determine how best to maximize your tax 
savings for 2016 and beyond. We are available to assist you through each step of this process 
and we will keep you apprised of any legislative changes impacting your tax circumstance 
in real time. Please don’t hesitate to contact us with questions, concerns or ideas you have 
about how to reduce your taxes. 

Our affiliated financial services firm, HBKS® Wealth Advisors, works closely with its clients to 
help create investment portfolios that incorporate many aspects of a tax sensitive investment 
management structure. HBKS® does so by developing a thorough understanding of a client’s 
financial condition and objectives, collaborating with their CPA where appropriate, and 
applying the latest advances in wealth management technological and industry processes. 
This season, we are pleased to invite you, as a client of HBK CPAs & Consultants, to a 
complementary consultation with an HBKS® Financial Advisor to develop financial plans —  
including tax-efficient portfolios — that address client-specific problems and design solutions 
specific to clients’ financial needs and goals. Contact us to schedule a time to talk. We look 
forward to meeting with you. 

HBKS® Wealth Advisors is not a CPA or legal firm, and does not give tax advice. Investment advisory services offered through HBK 
Sorce Advisory LLC, doing business as HBKS® Wealth Advisors. Not FDIC Insured – Not Bank Guaranteed – May Lose Value, Including 
Loss of Principal – Not Insured by any State or Federal Agency. The foregoing was prepared by Hill, Barth & King LLC, and is not a 
product of HBKS® Wealth Advisors. Please remember, the information in this document is intended only as a general discussion of the 
tax laws. It does not address your individual facts and circumstances, and can not be considered as tax advice. If you would like to 
receive tax advice, please contact a properly licensed CPA or tax attorney. To learn more about HBKS®, call 866.536.5776 or visit us 
at www.hbkswealth.com. 

ABOUT HBK

Established in 1949, HBK 
CPAs and Consultants (HBK) 
offers the collective intelligence 
of hundreds professionals in a 
wide range of tax, accounting, 
audit, business advisory, 
financial planning, and other 
business operational and 
support services from offices in 
four states.

HBK professionals deliver 
industry-specific expertise in 
manufacturing; healthcare, 
including long-term care; 
real estate and construction; 
automotive dealerships and 
not-for-profit organizations.

HBK combines the technical 
resources and expertise of a 
large national accounting and 
professional consulting firm 
with the personalized attention 
of a local company.

The firm is ranked in both 
Accounting Today and Inside 
Public Accounting magazines’ 
Top 100, and supports clients 
globally as a member of BDO 
Alliance USA. HBK maintains 
locations in Alliance, Columbus 
and Youngstown in Ohio; 
Blue Bell, Erie, Hermitage, 
Meadville and Pittsburgh in 
Pennsylvania; Cherry Hill and 
Princeton in New Jersey; and 
Fort Myers, Naples, Stuart, 
and Sarasota in Florida. To 
learn more about HBK, call 
800.733.8613 or visit us at 
www.hbkcpa.com
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