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SHREDDING SERVICE ALWAYS
AVAILABLE

Thank you to our more than 150 clients, family
& friends that joined us in May for our client
appreciation event. The weather cooperated,
the venue was beautiful and everyone seemed
to have a great time. The Hogslop String Band
travelled from Nashville, TN to entertain and put
on a great show. Danny’s BBQ was delicious
as always and many of our guests enjoyed the
face painter and photo booth, as well as the
corn hole and yard games.

As a value add service for our clients, we offer
our professional document shredding service
year-round. You don’t have to wait for our
annual Shred Event. Just stop by our office any
time or bring any documents to be shred to
your meetings and we’ll be happy to take them
for shredding.

We received so many nice messages back
from clients after the event. Thanks for all your
gratitude. We appreciate our clients and are
fortunate to genuinely enjoy your company.

Have you ever needed to send our office an
email with confidential information, like your full
Social Security Number or full Account
Number? Or have you needed to attach a
document with that private information? Now
there is an easier way to email that information
to us in a secure environment using
Investor360° Messages.

UPCOMING EVENTS THIS FALL

SECURE MESSAGING THROUGH
INVESTOR360°®

We are in the process of planning two
educational events for this fall. Keep an eye out If you already use Investor360°® to view your
for more information coming soon.
accounts online, you’ll see a new “Message”
tab. Use that tool to send us secure messages.
FOLLOW US ON FACEBOOK
For many of us, social media has become part
of our daily lives. On Keystone Financial
Partners’ company Facebook page, you'll find
updates on the financial markets, interesting
news articles, as well as social events, thought
provoking questions and interesting quotes.
Search for Keystone Financial Partners on
Facebook and “like” our page for our updates to
appear in your news feed.

If you don’t currently use Investor360°®,
contact our office to get set-up with a log in to
access your accounts online and use this new
secure messaging service today.
All other general or non-private messages can
be sent to our office the way you always have,
using your regular email service to
info@keystonefinancialpartners.com or any
specific team members’ email address.

Summer 2018
The Standard Deduction and Itemized Deductions
After Tax Reform
Quiz: Can You Answer These Social Security
Benefit Questions?
What are the gift and estate tax rules after tax
reform?
Can I convert my traditional IRA to a Roth IRA in
2018?

Page 1 of 4
See disclaimer on final page

The Standard Deduction and Itemized Deductions After Tax Reform
The Tax Cut and Jobs Act substantially
increased the standard deduction amounts for
2018 to 2025. It also eliminated or restricted
many itemized deductions for those years. You
can generally choose to take the standard
deduction or to itemize deductions. As a result
of the changes, far fewer taxpayers will be able
to reduce their taxes by itemizing deductions.

interest on home equity indebtedness. Home
equity used to substantially improve your home
is not treated as home equity indebtedness and
can still qualify for the interest deduction.

Standard deduction

Casualty and theft losses: The deduction for
personal casualty and theft losses is eliminated,
except for casualty losses attributable to a
federally declared disaster.

The standard deduction amounts are
substantially increased in 2018 (and adjusted
for inflation in future years).
The Tax Cuts and Jobs Act,
signed into law in December
2017, substantially
increased the standard
deduction amounts and
made significant changes to
itemized deductions,
generally starting in 2018.
After 2025, these provisions
revert to pre-2018 law.

2017

2018

Single

$6,350

$12,000

Head of
household

$9,350

$18,000

Married filing $12,700
jointly

$24,000

Married filing $6,350
separately

$12,000

Charitable gifts: The top percentage limit for
deducting charitable contributions is increased
from 50% of AGI to 60% of AGI for certain cash
gifts.

Miscellaneous itemized deductions:
Previously deductible miscellaneous expenses
subject to the 2% floor, including tax
preparation expenses and unreimbursed
employee business expenses, are no longer
deductible.

Alternative minimum tax (AMT)

Note: The additional standard deduction
amount for the blind or aged (age 65 or older)
in 2018 is $1,600 (up from $1,550 in 2017) for
single/head of household or $1,300 (up from
$1,250 in 2017) for all other filing statuses.
Special rules apply if you can be claimed as a
dependent by another taxpayer.

The standard deduction is not available for
AMT purposes. Nor is the itemized deduction
for state and local taxes available for AMT
purposes. If you are subject to the alternative
minimum tax, it may be useful to itemize
deductions even if itemized deductions are less
than the standard deduction amount.

Year-end tax planning

Typically, you have a certain amount of control
over the timing of income and expenses. You
Itemized deductions
generally want to time your recognition of
Many itemized deductions have been
income so that it will be taxed at the lowest rate
eliminated or restricted. The overall limitation
possible, and time your deductible expenses so
on itemized deductions based on the amount of they can be claimed in years when you are in a
adjusted gross income (AGI) was eliminated.
higher tax bracket.
Here are some specific changes.
With the substantially higher standard
Medical expenses: The AGI threshold for
deducting unreimbursed medical expenses was
reduced from 10% to 7.5% for 2017 and 2018,
after which it returns to 10%. This same
threshold applies for alternative minimum tax
purposes.
State and local taxes: Individuals are able to
claim an itemized deduction of up to only
$10,000 ($5,000 for married filing separately)
for state and local property taxes and state and
local income taxes (or sales taxes in lieu of
income taxes). Previously, there were no dollar
limits.
Home mortgage interest: Individuals can
deduct mortgage interest on no more than
$750,000 ($375,000 for married filing
separately) of qualifying mortgage debt. For
mortgage debt incurred before December 16,
2017, the prior $1,000,000 ($500,000 for
married filing separately) limit will continue to
apply. A deduction is no longer allowed for

deduction amounts and the changes to
itemized deductions, it may be especially useful
to bunch itemized deductions in certain years;
for example, when they would exceed the
standard deduction. Thus, while this might
seem counterintuitive from a nontax
perspective, it may be useful to make charitable
gifts in years in which you have high medical
expenses or casualty losses.
In this environment, qualified charitable
distributions (QCDs) may be even more useful
as a way to make charitable gifts without
itemizing deductions. QCDs are distributions
made directly from an IRA to a qualified charity.
Such distributions may be excluded from
income and count toward satisfying any
required minimum distributions (RMDs) you
would otherwise have to receive from your IRA.
Individuals age 70½ and older can make up to
$100,000 in QCDs per year.
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Quiz: Can You Answer These Social Security Benefit Questions?
Most people will receive Social Security
Answers
benefits at some point in their lifetimes, but how
1. b. No. If you receive a disability benefit, it will
much do you know about this important source
automatically convert to a retirement benefit
of income? Take this quiz to learn more.
once you reach full retirement age.

Questions
1. Can you receive retirement and disability
benefits from Social Security at the same
time?

2. d. Your benefit will not be reduced if your
ex-spouse receives Social Security benefits
based on your earnings record.

3. c. Starting at full retirement age, you will earn
delayed retirement credits that will increase
your benefit by 8% per year up to age 70. For
b. No
example, if your full retirement age is 66, you
2. If your ex-spouse receives benefits based can earn credits for a maximum of four years.
on your earnings record, your benefit will be At age 70, your benefit will then be 32% higher
reduced by how much?
than it would have been at full retirement age.
a. Reduced by 30%
4. c. Since 2013, the Treasury Department has
required electronic payment of federal benefits,
b. Reduced by 40%
including Social Security. You can sign up for
c. Reduced by 50%
direct deposit of your benefits into your current
d. Your benefit will not be reduced
bank account or open a low-cost Electronic
Transfer Account (ETA) at a participating
3. For each year you wait past your full
financial institution. Another option is to sign up
retirement age to collect Social Security,
for a Direct Express® prepaid debit card. Under
how much will your retirement benefit
this option, your Social Security benefits are
increase?
deposited directly into your card account, and
a. 6%
you can use the card to make purchases, pay
expenses, or get cash.
b. 7%
a. Yes

Did you know that 94% of
all workers are covered
under Social Security?
Source: Social Security Fact
Sheet on the Old-Age,
Survivors and Disability
Insurance Program, July
2017

c. 8%
4. Monthly Social Security benefits are
required to be paid by which of the
following methods?
a. Paper check only
b. Paper check, direct deposit, or debit card
c. Direct deposit or debit card
5. Are Social Security benefits subject to
income tax withholding?
a. Yes
b. No
6. Once you've begun receiving Social
Security retirement benefits, you can
withdraw your claim if how much time has
elapsed?
a. Less than 12 months since you've been
receiving benefits
b. Less than 18 months since you've been
receiving benefits

5. b. No. Withholding isn't mandatory, but you
may voluntarily ask the Social Security
Administration to withhold federal income tax
from your benefits when you apply, or later, if
you determine you will owe taxes on your
Social Security benefits (not everyone does).
You may choose to have 7%, 10%, 15%, or
25% of your benefit payment withheld. Ask a
tax professional for help with your situation.
6. a. If something unexpected happens and
you've been receiving Social Security benefits
for less than 12 months after signing up, you
can change your mind and withdraw your claim
(and reapply at a later date). You're limited to
one withdrawal per lifetime, and there are also
financial consequences. You must repay all
benefits already paid to you or your family
members based on your application (anyone
affected must consent in writing to the
withdrawal), and repay any money previously
withheld, including Medicare premiums or
income taxes.

c. Less than 24 months since you've been
receiving benefits
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The accompanying pages have
been developed by an independent
third party. Commonwealth
Financial Network is not
responsible for their content and
does not guarantee their accuracy
or completeness, and they should
not be relied upon as such. These
materials are general in nature and
do not address your specific
situation. For your specific
investment needs, please discuss
your individual circumstances with
your representative.
Commonwealth does not provide
tax or legal advice, and nothing in
the accompanying pages should be
construed as specific tax or legal
advice. Securities and Advisory
Services offered through
Commonwealth Financial Network,
Member FINRA, SIPC, a
Registered Investment Adviser.
Fixed insurance products and
services offered by Keystone
Financial Partners are separate
and unrelated to Commonwealth
Financial Network.

What are the gift and estate tax rules after tax reform?
The Tax Cuts and Jobs Act,
signed into law in December
2017, approximately doubled
the federal gift and estate tax
basic exclusion amount to
$11.18 million in 2018 (adjusted for inflation in
later years). After 2025, the exclusion is
scheduled to revert to its pre-2018 level and be
cut approximately in half. Otherwise, federal gift
and estate taxes remain the same.
Gift tax. Gifts you make during your lifetime
may be subject to federal gift tax. Not all gifts
are subject to the tax, however. You can make
annual tax-free gifts of up to $15,000 per
recipient. Married couples can effectively make
annual tax-free gifts of up to $30,000 per
recipient. You can also make unlimited tax-free
gifts for qualifying expenses paid directly to
educational or medical service providers. And
you can make deductible transfers to your
spouse and to charity. There is a basic
exclusion amount that protects a total of up to
$11.18 million (in 2018) from gift tax and estate
tax. Transfers in excess of the basic exclusion
amount are generally taxed at 40%.

Estate tax. Property you own at death is
subject to federal estate tax. As with the gift tax,
you can make deductible transfers to your
spouse and to charity; there is a basic
exclusion amount that protects up to $11.18
million (in 2018) from tax, and a tax rate of 40%
generally applies to transfers in excess of the
basic exclusion amount.
Portability. The estate of a deceased spouse
can elect to transfer any unused applicable
exclusion amount to his or her surviving spouse
(a concept referred to as portability). The
surviving spouse can use the unused exclusion
of the deceased spouse, along with the
surviving spouse's own basic exclusion amount,
for federal gift and estate tax purposes. For
example, if a spouse died in 2011 and the
estate elected to transfer $5 million of the
unused exclusion to the surviving spouse, the
surviving spouse effectively has an applicable
exclusion amount of $16.18 million ($5 million
plus $11.18 million) to shelter transfers from
federal gift or estate tax in 2018.

Can I convert my traditional IRA to a Roth IRA in 2018?
If you've been thinking about
converting your traditional IRA
to a Roth IRA, this year may
be an appropriate time to do
so. Because federal income
tax rates were reduced by the Tax Cuts and
Jobs Act passed in December 2017, converting
your IRA may now be "cheaper" than in past
years.

If you prefer, you can instead contact the
trustee/custodian of your traditional IRA, have
the funds in your traditional IRA distributed to
you, and then roll those funds over to your new
Roth IRA within 60 days of the distribution. The
income tax consequences are the same
regardless of the method you choose.1

The conversion rules can also be used to
contribute to a Roth IRA in 2018 if you wouldn't
Anyone can convert a traditional IRA to a Roth otherwise be able to make a regular annual
IRA in 2018. There are no income limits or
contribution because of the income limits. (In
restrictions based on tax filing status. You
2018, you can't contribute to a Roth IRA if you
generally have to include the amount you
earn $199,000 or more and are married filing
convert in your gross income for the year of
jointly, or if you're single and earn $135,000 or
conversion, but any nondeductible contributions more.) You can simply make a nondeductible
you've made to your traditional IRA won't be
contribution to a traditional IRA and then
taxed when you convert. (You can also convert convert that traditional IRA to a Roth IRA.
SEP IRAs, and SIMPLE IRAs that are at least
(Keep in mind, however, that you'll need to
two years old, to Roth IRAs.)
aggregate the value of all your traditional IRAs
when you calculate the tax on the conversion.)
Converting is easy. You simply notify your
You can contribute up to $5,500 to all IRAs
existing IRA provider that you want to convert
all or part of your traditional IRA to a Roth IRA, combined in 2018, or $6,500 if you're 50 or
older.
and they'll provide you with the necessary
1 If you choose to receive the funds first and don't
paperwork to complete. You can also transfer
or roll your traditional IRA assets over to a new transfer the entire amount, a 10% early withdrawal
penalty may apply to amounts not converted.
IRA provider and complete the conversion
there.
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