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Year-End Tax Planning
Year-end tax planning is a crucial aspect of personal finance that can significantly 
impact your financial well-being. By taking proactive steps before the end of the year, 
individuals can optimize their tax situation and potentially reduce their tax liability. In 
this article, we will explore a range of tax planning actions that individuals should 
consider as the year draws to a close. Of course, before implementing any of these tax 
strategies, you will want to consult a tax professional to be sure there are no surprises.   

Review Your Income and Deductions: The first step in year-end tax planning is to 
assess your overall financial situation. Review your income for the year, including 
wages, bonuses, and any other sources of income. Understanding your income will help 
you determine your tax bracket and the amount of taxes you may owe.

Additionally, evaluate your deductions. A�er passage of the Tax Cuts and Jobs Act of 
2017, most individuals use the standard rather than itemized deductions. However, you 
will still want to review and estimate your itemized deductions for the year. Ensure that 
you've taken advantage of all available deductions, such as mortgage interest, property 
taxes, and medical expenses. Consider making charitable contributions before year-end 
to qualify for deductions and support causes you care about. Finally, if you’re close but 
not over the standard deduction this year, you may consider pre-paying some deduct-
ible expenses you would normally pay next year. This strategy is called “Bunching” 
deductions and the result is you alternate taking the standard deduction one year and 
itemize deductions the following year.  

Maximize Retirement Contributions: Contributing to retirement accounts like 401(k)s 
or IRAs can have a significant impact on your tax liability and help you save for retire-
ment.  Maximize your contributions to these accounts, as they o�er tax benefits both in 
terms of tax deferral and potential deductions. For example, contributions to traditional 
IRAs may be tax-deductible, reducing your taxable income. Maximum contributions for 
2023 are $22,500 (401(k)) and $7,500 (IRA), and if you’re age 50 or older before year-end 
you can make additional ‘catch-up’ contributions of $7,500 and $1,000, respectively.  

If you're self-employed, consider setting up a Simplified Employee Pension (SEP) IRA, 
SIMPLE IRA, or a Solo 401(k). These plans allow you to make substantial contributions 
to your retirement savings and lower your current-year taxes.

Capital Gains and Losses: Evaluate your investment portfolio and consider the tax 
implications of selling investments. If you have realized capital gains during the year, 
you might want to o�set them by selling investments with capital losses. Capital losses 
can o�set capital gains dollar-for-dollar, and if you have net capital losses, you can 
deduct up to $3,000 of them against your other income sources, reducing your overall 
tax liability.

Keep in mind that the tax rate on long-term capital gains is typically lower than that of 
short-term gains. If you have both types of gains, consider the timing of your sales to 
minimize taxes.

Tax-Loss Harvesting: Tax-loss harvesting involves strategically selling investments that 
have decreased in value to o�set capital gains. This can be particularly useful if you 
expect a significant capital gain in the current year. Be aware of wash-sale rules, which 
prevent you from immediately repurchasing the same or substantially identical securi-
ties.

Utilize Tax-Advantaged Accounts: Beyond retirement accounts, explore other tax-ad-
vantaged investment options such as Health Savings Accounts (HSAs) and 529 college 
savings plans. HSAs provide triple tax benefits: contributions are tax-deductible, 
earnings grow tax-free, and withdrawals are tax-free when used for qualified medical 
expenses.

529 plans o�er tax-free growth when used for qualified education expenses.  Additions 
to a 529 plan are not deductible for federal taxes, but may be deductible for state 
income tax purposes.  

Review Flexible Spending Accounts (FSAs): If you have a Healthcare Flexible Spending 
Account (FSA) or Dependent Care FSA, make sure to use any remaining funds before 
year-end. FSAs typically operate on a use-it-or-lose-it basis, and any unused funds at 
year-end may be forfeited.

Review Tax Credits: Familiarize yourself with available tax credits and take advantage 
of those that apply to your situation. Common tax credits include the Child Tax Credit, 
Earned Income Tax Credit (EITC), and Education Credits. Ensure you meet the eligibility 
criteria and claim these credits when filing your tax return.

Plan for Estimated Taxes: If you are self-employed or have significant income not 
subject to withholding, you may need to make estimated tax payments throughout the 
year. Calculate your estimated tax liability and make any necessary payments to avoid 
penalties and interest when you file your tax return.

Consult with a Tax Professional: Tax laws and regulations are complex and subject to 
change. Consulting with a qualified tax professional can provide personalized guidance 
based on your specific financial situation and goals. They can help you identify addition-
al tax-saving opportunities and ensure compliance with tax laws.

Year-end tax planning is a proactive approach to managing your finances and optimizing 
your tax situation. By reviewing your income, deductions, investments, and retirement 
accounts, and by taking advantage of available tax strategies, you can potentially reduce 
your tax liability and keep more of your hard-earned money. Remember that tax plan-
ning should be an on-going process, and consulting with a tax professional can provide 
valuable insights into your unique financial circumstances. continued on page 2
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