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6 Ways to Cut Your Taxes, as Long as You Act Soon
CPA Troy Lewis explains actions taxpayers need to take in 2015 to reduce their bill on April 15, 2016.

Updated Dec. 15, 2015 6:11 p.m. ET

Sell Energy Stocks Now, and Other Tax 
Advice

To reduce your tax bill in April, you’ll have to take 

these steps recommended by Suzanne Shier of 

Northern Trust by Dec. 31 2015.

You have 16 days to lower your tax bill.

While the filing deadline for income tax returns is April 15, 2016, many opportunities to 

cut your 2015 tax bill nearly disappear after Dec. 31, warns Troy Lewis, a CPA and 

manager of the tax consulting firm Lewis & Associates in Draper, Utah.

The year soon ending offers many opportunities and potential pitfalls for taxpayers, 

thanks to the global rout in oil and commodity markets and a bevy of corporate mergers 

that could result in a surprise tax bill.

Unfortunately for CPAs and their clients, 

some tax breaks may, or may not, be 

available this year. Congress has yet to 

take action on dozens of taxpayer-friendly 

provisions that expired on Jan. 1, 

including the IRA charitable transfer, 

which allowed taxpayers to donate IRA 

assets without reporting the withdrawal as 

income. Lewis, chairman of the Tax 

Executive Committee for the American 

Institute of Certified Public Accountants 

(AICPA), has been pushing Congress to 

act.

In the meantime, Lewis is telling taxpayers to take advantage of the rules that are in 

effect: Harvest investment losses to offset capital gains, donate stock to charities rather 

than cash, and use pretax contributions to IRAs, 401(k)s, and other tax-sheltered 

retirement accounts to reduce your adjusted gross income.

Barrons.com recently caught up with Lewis to discuss these and other ways to cut your 

tax bill.

Barrons.com: When devising a tax strategy, what’s the first step?

Lewis: Regardless of how much money you earn, you should look for ways to lower 

your adjusted gross income, or AGI. It’s the number at the bottom of the first page of 

your 1040 form, and it reflects gross income (wages, investment income, alimony, 

income from rental properties, etc.) less certain deductions. This is where a lot of good 

tax planning takes place. It’s important, because AGI determines your eligibility for 

certain tax credits and thresholds for deducting medical expenses and charitable 

contributions, not to mention how much of your Social Security is taxable. If the AGI 

exceeds certain thresholds, the 3.8% surtax on net investment income kicks into effect, 
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the $4,000 personal exemption starts to phase out, and you face limits on itemized 

deductions. 

[Editor’s Note: Itemized deductions such as charitable contributions, medical expenses 

and mortgage interest come into play in the back pages of the 1040 form. They do not 

impact AGI.]

Q: Is it possible to lower your AGI this late in the year?

A: Harvest capital losses in taxable investment accounts to offset capital gain income. If 

an investor has a net capital loss, which is when capital losses exceed capital gains, 

you can offset capital gains incurred that year and take up to $3,000 to offset ordinary 

income. Ideally, however, you should start to look at your taxable investment accounts 

early in the fourth quarter so the pricing of a sale is on your terms. You don’t want it to 

resemble a fire sale. 

Another basic strategy: Maximize contributions to retirement plans such as a 401(k). 

Taxpayers age 50 and older can use a so-called “catch-up contribution” [to save up to 

$6,000 tax-free]. Deducting moving expenses or deductions for self-employed health 

insurance can be big items. Ask an employer to defer compensation, though that can 

be risky. You need to make the request before services are rendered and if the 

company goes out of business, then you’re an unsecured creditor.

Q: Beyond lowering your AGI, what other ways can you lower your 2015 tax bill?

A: Increase itemized deductions. A good way to do this late in the year is through 

charitable donations. One tactic is known as “bunching.” Each year, taxpayers can take 

itemized deductions or a standard deduction, whichever is greater. Bunching charitable 

contributions, some medical expenses or, if you’re self employed, state income tax 

payments into one year can maximize deductions over a multiyear time period.

Q: If an investor sells at a loss to harvest 

the tax deduction, how soon can he 

repurchase the same stock?

A: The wash-sale rule applies when you 

sell a stock or a bond at a loss and then 

within a 30-day period before or after the 

sale buy the same security. Under wash-

sale, the capital loss is disallowed as a 

deduction. There are a few ways to 

minimize the impact of the rule. You can 

wait the prescribed time period to 

repurchase the security. There is some 

economic risk, but you can utilize the loss. 

Another way to avoid the application of the 

rule is to buy a position that is “not 

identical” to the stock or bond you sold. 

That means buying a security in the same 

industry or geographical area but not the 

exact same stock or bond issue.

Q: With charitable donations, is it better to give cash or stock?

A: From a tax-planning perspective, it’s generally better to donate appreciated property, 

which can be stock, artwork or some other tangible asset that has gained in value since 

it was purchased. If you paid $2,000 to buy shares that are now worth $10,000, and 

donate that stock directly to a charity, you avoid the potential capital gain tax [on 

$8,000] and get to deduct the full fair market value [$10,000]. There are certain caveats. 

The federal government limits charitable deductions based on your AGI. Donors can 

deduct the full amount as long as it is less than 50%, 30% or 20% of their AGI [the ratio 

depends on the type of contribution and the type of entity receiving the donation]. To 

deduct full fair market value for appreciated property you must have owned the asset 

for more than a year, otherwise you can only deduct the purchase price. That is a hard 

conversation to have with a client after they donated the property too soon. And finally, 

if you donate tangible personal property such as artwork, the donor can deduct full fair 

market value only if the charity uses it in the charitable purpose or function for which the 

organization was given tax-exempt status. If you donate a painting to the Met, the 
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museum has to hang it on the wall or add it to their collection. If sold, your deduction is 

the initial purchase price.

Q: What is the biggest mistake taxpayers make right now?

A: There are a lot of small things that can add up to big money. Once Dec. 31 passes, 

you can’t go back and change things. There are very few postmortem steps you can 

take to influence your 2015 taxes on Jan. 1. Some mistakes can be very costly, such as 

mishandling the required minimum distribution from retirement accounts. Upon reaching 

the age of 70½, you are legally required to withdraw a minimum statutory amount 

annually from your IRA or 401(k). The first year can be tricky. If you turn 70½ in May 

2015, you have until April 2016 to make the first distribution. A second distribution must 

be made by Dec. 31, 2016. To avoid a spike in your 2016 adjusted gross income, it may 

be best to make the first distribution in 2015. This is important for retirees trying to 

minimize the taxability of Social Security.

Q: Congress has yet to extend certain tax breaks that expired in January, the biggest 

being the IRA charitable transfer. What is your advice to clients?

A: It’s alarming and disappointing when a tax law passed by Congress has a shorter 

shelf life than a carton of eggs. Last year, Congress acted in mid-December to pass 

extenders for these provisions that then expired in January 2015. We are in the same 

position we were last year, leaving taxpayers with two options: Either behave as if you 

expect Congress to extend your favorite provision, or stand at the ready and watch. 

Q: What tax events might catch investors unawares?

A: If you owned a concentrated stake in a company that has undergone a merger or a 

spin off, you could get hit with a tax bill. Don’t just ignore the prospectus that gets sent 

in the mail or delete the e-mails. You don’t want to reach the end of the year and only 

then realize you picked up $30,000 in capital gains. There are also tax implications 

when mutual funds distribute capital gains to their shareholders. 

Q: Should traditional IRA investors consider converting to a Roth?

A: A Roth is best suited for a younger individual whose current tax bracket is lower than 

where it will be down the road. Contributions are made on an after tax basis, and can’t 

be deducted, though the eventual distributions are tax free. If not managed well, 

converting a traditional IRA to a Roth IRA can push a taxpayer into a higher tax bracket. 

A conversion is best attempted in a year when your income is lower than normal – 

you’ve been unemployed, switched jobs or filed for early retirement – and best done in 

small stages, rather than all at once.

Q: The alternative minimum tax, though initially intended to prevent high-income people 

from escaping all federal income tax, is hitting a growing number of middle-class 

taxpayers because it was never adjusted for inflation. Can it be avoided?

A: A big misconception is that there are a lot of ways to get around it -- there aren’t. 

Income from some tax-free municipal bonds isn’t subject to the AMT. Depending on 

their situation some taxpayers may be able to mitigate the AMT by adjusting the timing 

of payments for state, property and income taxes.

Q: With tax-free gifts to individuals, is it best to give cash or stock?

A: You can give up to $14,000 a year to anyone and everyone, without incurring gift 

taxes or having to report it. If you give cash, the recipient can spend it however they 

wish. If you gift stocks or some other type of appreciated property, the recipient must 

pay taxes on the capital gains if they sell it. A few things should be noted: There is no 

limitation on the size of a contribution made on behalf of another person if it is given 

directly to the institution to cover an educational or medical expense. If your neighbor 

feels compassion because your child needs surgery that costs $100,000, if he writes 

the check directly to the hospitals, it will not cause a tax problem for either person. If 

you’re paying your child’s tuition to Harvard, write the check to Harvard, not your child.

Q: What tax reform could be coming out of Washington?

A: There was a time when my answer would have been “significant tax reform.” But the 

reality of Congress is such that comprehensive reform is unlikely any time soon.
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Q: In June, the U.S. Supreme Court ruled 5 to 4 that same-sex marriage was a 

constitutional right. What does it mean for tax planning?

A: There has been an upheaval in the tax world now that gay couples can marry. They 

can avail themselves of the same benefit but also face the same burdens. I refer to so-

called “marriage penalty” – when a married couple with equal incomes pay more taxes 

filing jointly than they would if they remained single and filed as individuals. Marriage is 

a major life event, and like the birth of a child, buying or selling a house, it can have a 

big tax implication. 

Q: Thanks for your time.

Comments? E-mail us at editors@barrons.com
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