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While Congress has talked a lot about changes in the tax code for individuals and busi-
nesses, nothing has materialized yet. But don’t let tax uncertainty get you down. Make 
sense of your business or personal income tax situation by dealing with what you 
know now.  Then revise your plans if tax changes come to fruition.

BUSINESS TAXES
If you have a C corporation, you might 
wonder if Congress will lower your firm’s tax 
rate. Right now, federal tax rates are among 
the highest in the world. Owners of C 
corporations are essentially double-taxed 
because both their business entity and 
personal income from the company      
are taxed. 

You might also be 
careful what you wish 
for. If business tax 
rates fall, favored 
deductions could 
disappear to offset 
lower rates. This 
uncertainty makes it 
difficult to plan. If your 
company is exploring a 
merger or acquisition, for 
instance, it might want to 
wait for more certainty to see what happens 
to related deductions. On a smaller scale, 
you might hesitate expanding your 
workforce until there is more certainty.

WHAT THEN?
Major decisions like business expansion 
affect much more than taxes. Run your 

business as usual, and don’t worry about tax 
reform until it happens. 

On the personal tax front, the same advice 
applies. If you want to buy a new 

home, consider all the reasons 
for doing so, not just the tax 
deduction on mortgage 
interest and property taxes. 

MORE THAN TAXES
Use the same reasoning if 
you’re considering a move 
out of state. If federal tax 

rates change, 
deductions for 
state and local 
taxes could 
disappear. 

Consider all the 
other reasons to 

make the move, 
including job opportunities, climate and 
quality of life.

Ultimately, life’s big decisions are about 
many things that don’t include taxes. Make 
your money decisions based on all factors, 
with taxes playing one part.

Be the Retiring Type
A variety of financial vehicles can 
help employees meet their goals 
and reduce current taxes. Start by 
contributing the maximum to a 
qualified retirement plan.

Contribute up to $18,000 annually 
to a 401(k), 403(b) and most 457 
plans, plus an extra $6,000 
annually if you’re aged 50 or older. 

Put up to $5,500 annually into a 
traditional IRA and another $1,000 
if you’re aged 50 or over. Income 
limits apply.

Have a defined benefit pension? 
The limitation on the annual 
benefit under a defined benefit 
plan under Section 415(b)(1)(A) in 
2017 is $215,000.

No Taxes Later
If you don’t want to depend on 
future tax rates, why not contrib-
ute to a Roth IRA with its tax-free 
distributions? The income 
phase-out range for heads of 
households and single taxpayers 
to make contributions is $118,000 
to $133,000. For married couples 
filing jointly, the income phase-out 
range is $186,000 to $196,000.
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Client Profile is based on a hypothetical situation. The solutions we discuss 
may or may not be appropriate for you.

HSA REQUIREMENTS
To have qualified for an HSA in 
2017, you must have had a high 
deductible health plan (HDHP). The 
HDHP must have $1,300 and $2,600 annual deductibles for 
single taxpayers and couples filing jointly, respectively, while 
meeting out-of-pocket limits. In 2018, HDHP deductibles will 
increase to $1,350 for singles and $2,700 for joint tax filers.

TRIPLE TAX BENEFITS
When you meet these and other rules, an HSA is triple tax-free. 
First, contributions are tax-free. In 2017, single taxpayers can 
put up to $3,400 into the account, while couples filing jointly 
may contribute up to $6,750 annually. 

You may contribute another $1,000 annually beginning in the 
year you reach age 55. When both spouses are at least 55, they 
must have separate HSA accounts if they each want to 
contribute the maximum. In 2018, single taxpayers can add 
another $50 to their HSA and joint filers may add an extra $150. 

Earnings on an HSA account balance grow tax-free and 
distributions taken for qualified medical expenses are tax-
free. At any age, you may roll over the remaining balance 
from year to year.

RETIREMENT EXTRAS
If you have relatively small healthcare bills and your balance 
grows annually, your HSA could provide additional retirement 
income. At age 65 and beyond, distributions for any reason other 
than qualified medical expenses and Medicare premiums are 
taxable, but won’t incur the 20% tax penalty levied on 
nonqualified distributions made before age 65. 

Although Congress has talked about increasing the amount you can 
contribute to an HSA, the current limits are generous enough not to 
pass up. Consider contributing to your health – and your retirement.

HOW ABOUT A TRIPLE TAX-
ADVANTAGED DUAL-SAVINGS 
VEHICLE? 
While a Health Savings Account (HSA) 
funds qualified medical expenses in a 
tax-advantaged way, it may also serve as 
a supplemental source of retirement 
income. Here’s how:

>
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Erin and Jason’s 
twins will enter 
college in September 
2019. They wonder 
how and if they will 
receive financial aid.  

As small business owners, Erin and Jason’s 
income fluctuates from year to year. The Free 
Application for Federal Student Aid (FAFSA), 
which almost every college requires, moved up 
its submission date to October 1 from January 1 
last year – a change for parents who have 
undergone this exercise before. 

Because the FAFSA filing is earlier, they can 
submit a tax return copy that’s one year older 
than before. For example, their FAFSA next 
October should include a copy of their 2017 tax 

return for their twins’ 2019-2020 school year, but 
it won’t ask for additional years.

With twins, their college expenses are times-two, 
so they may qualify for aid even with relatively 
high income in 2017. Most colleges will ask for tax 
returns from multiple years, so financial aid officers 
may see their variable income.

Client Profile is based on a hypothetical situation. The solutions 
we discuss may or may not be appropriate for you.
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FLEXIBLE SPENDING ACCOUNTS 

KNOW THE DIFFERENCE
You cannot have both a medical FSA 
and an HSA, unless the FSA is for 
limited uses such as dental and vision 
costs. The other major variable is the 
ability to roll your money over to the 
next year, which is different from what 
an HSA allows.

USE IT OR LOSE IT
The HSA has an unlimited rollover 
feature, allowing balances to accrue 

from year to year. An FSA may have one 
of two rollover options, but your 
employer isn’t required to offer either. 

It may have a grace period as late as 
March 15 of the following year to incur 
qualified expenses, after which the 
unused balance is forfeited. Or 
employers may allow participants to roll 
over up to $500 of their unused FSA 
balance to the next year, but workers 
forfeit anything over that amount.

Many employers offer flexible spending accounts (FSAs) for both medical and 
dependent care. The medical FSA can be confusing to employees, especially if 
they also have a Health Savings Account (HSA).

EMPLOYEE BENEFITS MATTER 
MORE NOW

COMPETITION KEENER
It’s a fact of business life that 
sustained low unemployment breeds 
stiffer competition. This 
may mean increasing the 
wages your company offers 
to attract the best and 
brightest. It could 
also mean 
that the best 
benefits 
package can 
seal the deal 
with top recruits.

WHAT THEY NEED 
AND WANT
An employer-
provided retirement plan and health 
insurance are two givens on the 
typical job-seeker’s list of desired 

benefits. Increasingly, employers are 
on the frontlines of providing these 
two important pieces of the financial 

puzzle. Health Savings 
Accounts (see p. 2) are 
also becoming more 

commonplace as 
companions to high 
deductible health 
insurance.

In the SHRM 
survey, employers 
overwhelmingly 
supported the 

use of wellness programs, while over 
a third of employees were attracted to 
flexible work arrangements. Almost 
half of employers offered financial 
advice benefits, up from 28% in 2014.

It’s open enrollment season, and the competitiveness of your benefits 
package may not have been this important in well over a decade. That’s 
because the July 2017 unemployment rate was 4.3%, the lowest rate since May 
2001, according to the U.S. Bureau of Labor Statistics.

Not coincidentally, nearly one-third of organizations increased their overall 
benefits in the last 12 months, according to the Society for Human Resource 
Management’s (SHRM’s) 2017 Employee Benefits survey.

Q
Q

A

A &••••

Our kids have grown up and 
made successful lives for 
themselves, and we’ve paid 
off our house. Should I cash in 
my permanent life insurance 
policy and let it lapse now 
that I don’t really need it?

Most permanent life policies allow 

for withdrawals of cash buildup. You 

can also use cash value to fund 

future premium payments. Before 

you cancel the policy, ask if you 

have any other financial protection 

needs. Will your heirs need income 

tax-free benefits to help settle 

estate taxes? Do you want to 

equalize your estate or simply leave 

a financial legacy to loved ones? 

Weigh your premium costs against 

the potential cash and death 

benefit your policy provides before 

making a final decision.

I opened a Simplified Employ-
ee Pension (SEP) plan last 
January and have contributed 
to it diligently, but I’m 
confused by the contribution 
formulas. Which one do I use?

First, congrats on choosing a 

generous pension plan. Based on 

the first $270,000 of compensa-

tion for 2017, you can contribute 

the smaller of $54,000 for 2017 or 

25% of compensation. However, 

you must calculate your adjusted 

net earnings if you’re self-em-

ployed or in a partnership. This is 

your revenue minus business tax 

deductions minus one-half of 

your self-employment tax (Social 

Security and Medicare). Your 

result is the amount of compen-

sation to use when figuring your 

contribution limit. IRS Publication 

560 has more detailed informa-

tion on this calculation. 

A

Q
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The general information provided in this publication is not intended to be nor should it be treated as tax, legal, investment, accounting, or other 
professional advice. Before making any decision or taking any action, you should consult a qualified professional advisor who has been provided 
with all pertinent facts relevant to your particular situation.   ©LTM Client Marketing Inc., 2017
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> HOME PRICES CONTINUE TO RISE.    

The S&P CoreLogic Case-Shiller U.S. 
National Home Price NSA Index rose 5.6% 
annually in May, an increase of more than 
40% since real estate prices bottomed out 
in 2012. Seattle home prices rose 13.3% 
annually, leading the cities measured in 
the survey.

> EMPLOYER COMPENSATION COSTS 

ARE INCREASING, according to the 
Department of Labor’s Bureau of Labor 
Statistics. Compensation costs for civilian 
workers increased 0.5%, seasonally adjusted, 
for the three months ended June 2017. 

Benefit costs rose slightly more than 
wages at 0.6%, a sign that competition to 
attract and retain skilled workers is heating 
up. Employer costs for health benefits 
increased by 1.2% for the twelve months 
ended June 2017. 

> NOT ENOUGH OF US LOCK OUR 

SMARTPHONES.  Last year, the Pew 
Research Center found that 28% of U.S. 
smartphone owners said they don’t use a 
screen lock or other features to secure 
their phone. 4 in 10 people surveyed said 
they only upgrade operating systems and 
apps when it’s convenient for them. It will 

be interesting to see if the new smartphones 
introduced this fall will perform updates 
automatically for owners.

> EMPLOYERS SHOULD HAVE THE NEW 

SUMMARY OF BENEFITS DOCUMENTS, 
which they must use for 2018 open 
enrollment, from their health insurance and 
third-party providers. The Summary of Benefits 
and Coverage template has undergone its first 
major changes since its introduction in 2012. 
The document is designed to provide an 
understandable summary of health plan 
benefits and coverage, while using a uniform 
glossary of terms.  
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