Emerald Spectrum Advisory
Malissia Johnson,
CFP®,AAMS,CMFC

Brian Johnson, CFP®

5300 Maryland Way, Suite 303
Brentwood, TN 37027
615-369-0690
esateam@emeraldspectrum.com
www.emeraldspectrum.com

November 2019
Ten Year-End Tax Tips for 2019

Tips for Managing Your Holiday
Spending

Should | sign up for an identity theft
protection service?

Protecting Yourself Against Identity Theft

EMERALD.{7).SPECTRUM

A DVISORY
“AN EXTRAORDINARY PLANNING EXPERIENCE”

Emerald Spectrum Advisory
The November News| etter

Qualified Charitable Distributions: Using Your IRA to Give

from the Heart

-

The Tax Cuts and
Jobs Act roughly
“ doubled the
standard deduction
($12,200 for single
filers and $24,400
for married
taxpayers filing
jointly in 2019) and
. indexed it for
inflation through
2025. As a result, far fewer taxpayers will
itemize deductions on their tax returns, and
some people may be disappointed that they no
longer benefit from writing off their donations.

If you are 70% or older, you can use a qualified
charitable distribution (QCD) to donate from
your IRA and get a tax break, whether you
itemize or not. Not coincidentally, this is the
same age you must begin taking annual
required minimum distributions (RMDs), which
are normally taxed as ordinary income, or face
a 50% penalty on the amount that should have
been withdrawn.

QCDs satisfy all or part of any RMDs that you
would otherwise have to take from your IRA.
Better yet, QCDs are excluded from your
income, so they help lower your adjusted gross
income (AGI) as well.

How QCDs work

The IRA custodian must issue a check made
out to a qualified public charity (not a private
foundation, donor-advised fund, or supporting
organization). In some cases, the IRA
custodian may provide a checkbook from which
you can write checks to chosen charities. Be
aware that any check you write will count as a
QCD for the year in which it is cashed by the
charity, whereas a check from the custodian
counts for the year in which it is issued.

You can take an RMD any time during the year
you turn 70%, but you must wait until after you
are 70% to make a QCD. The QCD exclusion is
limited to $100,000 per year. If you're married,
your spouse can also contribute up to $100,000

from his or her IRA. You cannot deduct a QCD
as a charitable contribution on your federal
income tax return — that would be
double-dipping.

A QCD must be an otherwise taxable
distribution from your IRA. If you've made
nondeductible contributions, then each
distribution normally carries with it a pro-rata
amount of taxable and nontaxable dollars. With
QCDs, the pro-rata rule is ignored, and taxable
dollars are treated as distributed first.

Tax perks for givers

If you no longer itemize, you could reduce your
tax bill by donating with QCDs from your IRA
instead of writing checks from your standard
checking account. And if you still itemize, QCDs
might prove more valuable than tax deductions.
That's because they can help address tax
issues that might be triggered by income from
RMDs.

For example, an itemized deduction reduces
your taxable income by the amount of the
charitable gift, but it does not reduce your
adjusted gross income. This is a key distinction
because the 3.8% tax on net investment
income, Medicare premium costs, taxes on
Social Security benefits, and some tax credits
are based on AGI.

Also, charitable giving can typically be
deducted only if it is less than 60% of your
adjusted gross income. But with QCDs, you
may be able to give more than 60% of your AGI
and exclude the entire amount (up to the
$100,000 cap) from your taxable income.

Time for a rollover?

Qualified charitable distributions are available
from traditional IRAs, Roth IRAs (with taxable
amounts), and inactive SIMPLE or SEP IRAs,
but they are not allowed from employer
retirement plans such as 401(k)s and 403(b)s.
Thus, you might consider rolling funds from an
employer plan to an IRA if you want to take
advantage of a giving strategy that involves
QCDs.
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Timing of itemized
deductions and the
increased standard
deduction

Recent tax law changes
substantially increased the
standard deduction amounts
and made significant changes
to itemized deductions. It may
now be especially useful to
bunch itemized deductions in
certain years; for example,
when they would exceed the
standard deduction.

IRA and retirement plan
contributions

For 2019, you can contribute
up to $19,000 to a 401(k) plan
($25,000 if you're age 50 or
older) and up to $6,000 to
traditional and Roth IRAs
combined ($7,000 if you're age
50 or older). The window to
make 2019 contributions to an
employer plan generally closes
at the end of the year, while
you typically have until the due
date of your federal income tax
return (not including
extensions) to make 2019 IRA
contributions.
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Ten Year-End Tax Tips for 2019

Here are 10 things to consider as you weigh
potential tax moves between now and the end
of the year.

1. Set aside time to plan

Effective planning requires that you have a
good understanding of your current tax
situation, as well as a reasonable estimate of
how your circumstances might change next
year. There's a real opportunity for tax savings
if you'll be paying taxes at a lower rate in one
year than in the other. However, the window for
most tax-saving moves closes on December
31, so don't procrastinate.

2. Defer income to next year

Consider opportunities to defer income to 2020,
particularly if you think you may be in a lower
tax bracket then. For example, you may be able
to defer a year-end bonus or delay the
collection of business debts, rents, and
payments for services. Doing so may enable
you to postpone payment of tax on the income
until next year.

3. Accelerate deductions

You might also look for opportunities to
accelerate deductions into the current tax year.
If you itemize deductions, making payments for
deductible expenses such as medical
expenses, qualifying interest, and state taxes
before the end of the year (instead of paying
them in early 2020) could make a difference on
your 2019 return.

4. Factor in the AMT

If you're subject to the alternative minimum tax
(AMT), traditional year-end maneuvers such as
deferring income and accelerating deductions
can have a negative effect. Essentially a
separate federal income tax system with its
own rates and rules, the AMT effectively
disallows a number of itemized deductions. For
example, if you're subject to the AMT in 2019,
prepaying 2020 state and local taxes probably
won't help your 2019 tax situation, but could
hurt your 2020 bottom line. Taking the time to
determine whether you may be subject to the
AMT before you make any year-end moves
could help you avoid a costly mistake.

5. Bump up withholding to cover a tax
shortfall

If it looks as though you're going to owe federal
income tax for the year, especially if you think
you may be subject to an estimated tax penalty,
consider asking your employer (on Form W-4)
to increase your withholding for the remainder
of the year to cover the shortfall. The biggest
advantage in doing so is that withholding is

considered as having been paid evenly
throughout the year instead of when the dollars
are actually taken from your paycheck. This
strategy can also be used to make up for low or
missing quarterly estimated tax payments. With
all the recent tax changes, it may be especially
important to review your withholding in 2019.

6. Maximize retirement savings

Deductible contributions to a traditional IRA and
pre-tax contributions to an employer-sponsored
retirement plan such as a 401(k) can reduce
your 2019 taxable income. If you haven't
already contributed up to the maximum amount
allowed, consider doing so by year-end.

7. Take any required distributions

Once you reach age 70%2, you generally must
start taking required minimum distributions
(RMDs) from traditional IRAs and
employer-sponsored retirement plans (an
exception may apply if you're still working for
the employer sponsoring the plan). Take any
distributions by the date required — the end of
the year for most individuals. The penalty for
failing to do so is substantial: 50% of any
amount that you failed to distribute as required.

8. Weigh year-end investment moves

You shouldn't let tax considerations drive your
investment decisions. However, it's worth
considering the tax implications of any year-end
investment moves that you make. For example,
if you have realized net capital gains from
selling securities at a profit, you might avoid
being taxed on some or all of those gains by
selling losing positions. Any losses over and
above the amount of your gains can be used to
offset up to $3,000 of ordinary income ($1,500
if your filing status is married filing separately)
or carried forward to reduce your taxes in future
years.

9. Beware the net investment income
tax

Don't forget to account for the 3.8% net
investment income tax. This additional tax may
apply to some or all of your net investment
income if your modified adjusted gross income
(AGI) exceeds $200,000 ($250,000 if married
filing jointly, $125,000 if married filing
separately, $200,000 if head of household).

10. Get help if you need it

There's a lot to think about when it comes to tax
planning. That's why it often makes sense to
talk to a tax professional who is able to
evaluate your situation and help you determine
if any year-end moves make sense for you.
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HAPPY HOLIDAYS

How much will you spend
this year?

In October 2018, the National
Retail Federation projected that
consumers were planning to
spend more than $1,000 on
holiday-related purchases over
the entire season, which was a
4% increase over 2017. For
2019 figures, typically released
in late October, please visit the
organization's website.

There's an app for that, too?

You can even find an app that
will help you locate your car in
the shopping mall parking lot.

EMERALD.{#.SPECTRUM

ADVISORY
“AN EXTRAORDINARY PLANNING EXPERIENCE”

Tips for Managing Your Holiday Spending

Like almost everything else these days, the
holidays have become a barrage of options and
choices, with nearly limitless opportunities to
overspend. Here are some tips to help you
make sure your family's spending remains in
check this holiday season.

Develop a spending strategy

First and foremost, develop a budget.
Involving family members will help you
establish and maintain realistic expectations at
the outset. Remember to include not just gifts,
but also holiday meals and parties, travel,
greeting cards and stamps, gift wrap,
decorations, and any other category you deem
necessary. This is also a good time to commit
to using cash or charging no more than you can
pay off in one month.

Next, devise a method of tracking all your
purchases, receipts, gift recipients, and the
locations of hidden gifts that you might
otherwise forget about. This will make life
easier as the chaos ramps up.

Review your credit cards to see if you have
any perks. Could you use earned points for
travel, or cash-back and gift card rewards to
help defray costs?

Track down old gift cards and put them to
use now. If you think you'll never use them,
trade them in for cash on a discounted gift card
website. There, you can sell your old cards and
even buy new e-gift cards at a discounted rate,
which you can then give as gifts or use for your
own purchases.

Put technology to work for you. You can find
apps that offer cash back if you shop online;
alert you to online coupons available at nearby
stores; round up your purchases to the nearest
dollar and put the difference into a savings
account; and track your online purchases, scan
other stores for better prices, and then
automatically email the original stores on your
behalf to take advantage of the price-match
guarantees. There are myriad options available,
so be sure to check reviews and
privacy/security measures before downloading.

Think creatively

Gifts. Take time to carefully scan all
promotional materials before you head out the
door or open a browser, because great deals
are often available for limited periods of time.
For example, some stores have offered
generous gift cards in exchange for buying
certain products on Black Friday.

Consider giving experiences rather than gifts,
which happiness experts say could lead to
more sustained levels of well-being. In fact, you

may find that you'll spend less overall by giving
one or two memorable experiences instead of
the usual pile of items.

Create meaningful yet inexpensive gifts, such
as photo books, calendars, and family recipe
books, using online apps and services. This
idea is especially appropriate for gifts from
children to older family members.

For larger or extended families, make a game
out of gift giving. Consider a "Yankee swap," or
implement a gift exchange, where everyone is
randomly assigned a person for whom they buy
one special gift. Or consider having the entire
family chip in a certain amount per person and
donating to a favorite charity or sponsoring
another family in need.

Food. Nonperishable holiday-related goods
typically go on sale in late fall, so plan ahead
and stock up. Also keep an eye out for specials;
for example, some grocery stores offer a free
turkey around Thanksgiving when you spend a
certain amount on groceries.

Party planning, decorations, gift wrap.
Consider buying the bulk of these supplies at
deep-discount stores and splurging on a few
special highlight items, such as napkins with an
elaborate design, centerpieces of fresh flowers,
or fancy bows. If you live in an area where
evergreens, autumn berries, and pine cones
are plentiful, take advantage of this potentially
sophisticated, yet completely free, decor. Or
create even more memories by hosting an
ornament-making party. Use old costume
jewelry or other items to make ornaments and
decorations with sentimental value.

Travel. During one of the busiest travel times of
the year, deals can be hard to find. Here are
some tips:

« Be flexible. If you can postpone your
celebration until after the holidays, you may
be able to save substantially on travel costs.
(You can also shop the post-holiday sales for
gifts!)

< Avoid airline baggage fees by using carry-on
luggage.

« Use fare-tracking apps to find the best deals.

< Cost-compare alternative modes of travel,
such as train and ridesharing.

It's never too early to start saving

Finally, get a jump on next year's festivities by
stocking up on supplies during post-holiday
sales, opening a savings account with a goal of
saving at least as much as you spend this year,
and shopping as early as possible to spread
spending throughout the year.
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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. Advisory services offered
through Commonwealth Financial
Network® , a Registered
Investment Adviser.
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Unfortunately, data breaches
are now normal, everyday
occurrences in our society. As

# |
’U))!k& a result, many companies are
i offering services to help you

protect your personal information. If you want
an extra layer of protection, an identity theft
protection service is a good option. However,
the term "identity theft protection service" can
be misleading. The reality is that no one service
can safeguard all of your personal information
from identity theft. What most of these
companies actually provide are identity theft
monitoring and recovery services.

A monitoring service will watch for signs that an
identity thief may be using your personal
information. This typically includes tracking your
credit reports for suspicious activity and alerting
you whenever your personal information (e.g.,
Social Security number) is being used. The
recovery portion of the service usually helps
you deal with the consequences of identity
theft. This often involves working with a case
manager to help resolve identity theft issues
(e.g., dealing with creditors or placing a freeze
on your credit report). And depending on the
level of protection you choose, the service may

Should I sign up for an identity theft protection service?

also provide reimbursement for out-of-pocket
expenses directly associated with identity theft
(e.g., postage, notary fees) and any funds
stolen as a result of the identity theft (up to plan
limits). Identity theft protection services usually
charge a monthly fee. Entry-level plans that
provide basic protection (e.g., Social Security
number and credit alerts) can cost as little as
$10 a month, while plans that offer more
advanced features (e.g., investment account
monitoring) will cost more.

Keep in mind there are steps you can take on
your own to help protect yourself against
identity theft, such as:

« Check your credit report at least once a year
for errors

 Periodically review your bank and debit/credit
card accounts for suspicious charges/activity

« Obtain a fraud alert or credit freeze if
necessary

* Have strong passwords, use two-step
authentication, minimize information sharing,
and be careful when shopping online

PROTECTING YOURSELF AGAINST IDENTITY THEFT

Be Vigilant

« Check your credit report at
least once a year for errors

» Periodically review your bank
and debit/credit card accounts
for suspicious charges/activity

« A credit freeze prevents new
credit and accounts from being
opened in your name

Consider a Fraud Alert or
Credit Freeze If Necessary

« A fraud alert requires creditors
to take extra steps to verify
your identity before extending
any existing credit or issuing
new credit in your name

fa

Stay One Step Ahead

+ Maintain strong passwords or
consider using a password
manager

- Consider using two-step
authentication when available

» Minimize information sharing
and be wary of requests for
personal information, whether
received in an email, letter, or
phone call

» Beware of scam websites and

only use secure connections
when shopping online
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