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Thank you for connecting with us -
we look forward to bringing further
value to your financial future. Take a
minute to catch up on this month's
economic news, more in depth
articles are available on our website
www.sterkfinancialservices.com.

The IRS expects that
more than 70% of
taxpayers will receive
a refund in 2017.¹
What you do with a
tax refund is up to
you, but here are
some ideas that may
make your refund
twice as valuable.

Double your savings
Perhaps you'd like to use your tax refund to
start an education fund for your children or
grandchildren, contribute to a retirement
savings account for yourself, or save for a rainy
day. A financial concept known as the Rule of
72 can give you a rough estimate of how long it
might take to double what you initially save.
Simply divide 72 by the annual rate you hope
that your money will earn. For example, if you
invest your tax refund and it earns a 6%
average annual rate of return, your investment
might double in approximately 12 years (72
divided by 6 equals 12).

This hypothetical example of mathematical
compounding is used for illustrative purposes
only and does not represent the performance of
any specific investment. Fees, expenses, and
taxes are not considered and would reduce the
performance shown if they were included.

Split your refund in two
If stashing your refund away in a savings
account or using it to pay bills sounds
unappealing, go ahead and splurge on
something for yourself. But remember, you
don't necessarily have to spend it all. Instead,
you could put half of it toward something
practical and spend the other half on something
fun.

The IRS makes splitting your refund easy.
When you file your income taxes and choose
direct deposit for your refund, you can decide to
have it deposited among two or even three
accounts, in any proportion you want. Qualified

accounts include savings and checking
accounts, as well as IRAs (except SIMPLE
IRAs), Coverdell Education Savings Accounts,
health savings accounts, Archer MSAs, and
TreasuryDirect® online accounts. To split your
refund, you'll need to fill out IRS Form 8888
when you file your federal return.

Double down on your debt
Using your refund to pay down credit card debt
or a loan with a high interest rate could enable
you to pay it off early and save on interest
charges. The time and money you'll save
depend on your balance, the interest rate, and
other factors such as your monthly payment.
Here's a hypothetical example. Let's say you
have a personal loan with an $8,000 balance, a
12% fixed interest rate, and a 24-month
repayment term. Your fixed monthly payment is
$380. If you were to put a $4,000 refund toward
paying down your principal balance, you would
be able to pay off your loan in 12 months and
save $780 in interest charges over the
remaining loan term. Check the terms of any
loan you want to prepay, though, to make sure
that no prepayment penalty applies.

Be twice as nice to others
Giving to charity has its own rewards, but Uncle
Sam may also reward you for gifts you make
now when you file your taxes next year. If you
itemize, you may be able to deduct
contributions made to a qualified charity. You
can also help your favorite charity or nonprofit
reap double rewards by finding out whether
your gift qualifies for a match. With a matching
gift program, individuals, corporations,
foundations, and employers offer to match gifts
the charitable organization receives, usually on
a dollar-for-dollar basis. Terms and conditions
apply, so contact the charitable organization or
your employer's human resources department
to find out more about available matching gift
programs.

¹IR-2017-01, irs.gov
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Converting Retirement Savings to Retirement Income
You've been saving diligently for years, and
now it's time to think about how to convert the
money in your traditional 401(k)s (or similar
workplace savings plans) into retirement
income. But hold on, not so fast. You may need
to take a few steps first.

Evaluate your needs
If you haven't done so, estimate how much
income you'll need to meet your desired
lifestyle in retirement. Conventional wisdom
says to plan on needing 70% to 100% of your
annual pre-retirement income to meet your
needs in retirement; however, your specific
amount will depend on your unique
circumstances. First identify your
non-negotiable fixed needs — such as housing,
food, and medical care — to get clarity on how
much it will cost to make basic ends meet.
Then identify your variable wants — including
travel, leisure, and entertainment. Segregating
your expenses into needs and wants will help
you develop an income strategy to fund both.

Assess all sources of predictable
income
Next, determine how much you might expect
from sources of predictable income, such as
Social Security and traditional pension plans.

Social Security: At your full retirement age
(which varies from 66 to 67, depending on your
year of birth), you'll be entitled to receive your
full benefit. Although you can begin receiving
reduced benefits as early as age 62, the longer
you wait to begin (up to age 70), the more you'll
receive each month. You can estimate your
retirement benefit by using the calculators on
the SSA website, ssa.gov. You can also sign up
for a my Social Security account to view your
Social Security Statement online.

Traditional pensions: If you stand to receive a
traditional pension from your current or a
previous employer, be sure to familiarize
yourself with its features. For example, will your
benefit remain steady throughout retirement or
increase with inflation? Your pension will most
likely be offered as either a single life or
joint-and-survivor annuity. A single-life annuity
provides benefits until the worker's death, while
a joint-and-survivor annuity generally provides
reduced benefits until the survivor's death.¹

If it looks as though your Social Security and
pension income will be enough to cover your
fixed needs, you may be well positioned to use
your other assets to fund those extra wants. On
the other hand, if your predictable sources are
not sufficient to cover your fixed needs, you'll
need to think carefully about how to tap your

retirement savings plan assets, as they will be a
necessary component of your income.

Understand your savings plan options
A key in determining how to tap your retirement
plan assets is to understand the options
available to you. According to the Government
Accountability Office (GAO), only about
one-third of 401(k) plans offer withdrawal
options, such as installment payments,
systematic withdrawals, and managed payout
funds.² And only about a quarter offer annuities,
which are insurance contracts that provide
guaranteed income for a stated amount of time
(typically over a set number of years or for the
life expectancy of the participant or the
participant and spouse).³

Plans may allow you to leave the money alone
or require you to take a lump-sum distribution.
You may also choose to roll over the assets to
an IRA, which might offer a variety of income
and investment opportunities, including the
purchase of annuity contracts. If you choose to
work part-time in retirement, you may be
allowed to roll your assets into the new
employer's plan.

Determining the right way to tap your assets
can be challenging and should take into
account a number of factors. These include
your tax situation, whether you have other
assets you'll use for income, and your desire to
leave assets to heirs. A financial professional
can help you understand your options.

¹Current law requires married couples to choose a
joint-and-survivor annuity unless the spouse waives
those rights.

²"401(k) Plans: DOL Could Take Steps to Improve
Retirement Income Options for Plan Participants,"
GAO Report to Congressional Requesters, August
2016

³Generally, annuity contracts have fees and
expenses, limitations, exclusions, holding periods,
termination provisions, and terms for keeping the
annuity in force. Most annuities have surrender
charges that are assessed if the contract owner
surrenders the annuity. Qualified annuities are
typically purchased with pre-tax money, so
withdrawals are fully taxable as ordinary income, and
withdrawals prior to age 59½ may be subject to a
10% penalty tax. Any guarantees are contingent on
the claims-paying ability and financial strength of the
issuing insurance company. It is important to
understand that purchasing an annuity in an IRA or
an employer-sponsored retirement plan provides no
additional tax benefits other than those available
through the tax-deferred retirement plan.

Regardless of which path
you choose with your
retirement accounts, keep in
mind that generally, you'll
be required to begin taking
minimum distributions from
employer-sponsored plans
and traditional IRAs in the
year you reach age 70½;
you can delay your first
distribution as late as April
1 of the following year.

Taxable distributions from
traditional
employer-sponsored plans
and IRAs prior to age 59½
may be subject to a 10%
penalty tax, unless an
exception applies.

Different rules apply to Roth
accounts. For information
on how Roth accounts may
fit into your retirement
income picture, talk to a
financial professional.
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Buying a Fuel-Efficient Vehicle
You're searching for a new car and interested in
fuel-efficient vehicles. On the surface, they
sound like a good idea: You may save money
by making fewer trips to the gas station, and
you'll help protect the environment. However,
there are pros and cons to owning and driving a
fuel-efficient vehicle, particularly when it comes
to your finances.

Know your options
Many different vehicles fall into the fuel-efficient
category. There are electric vehicles (EVs),
which run solely on electricity. One or more
electric motors are powered by rechargeable
battery packs. Some EVs have built-in
chargers, whereas others must be plugged into
external chargers. EVs produce zero emissions
and run quietly.

Another kind of fuel-efficient vehicle is the
traditional hybrid, which exists in two forms:
parallel and series. Parallel hybrids have a
small internal combustion engine as well as
batteries that power an electric motor. The
vehicle's transmission and wheels can be
powered by both the engine and electric motor.
Series hybrids use an on-board generator to
produce electricity which, in turn, charges
batteries or powers the electric motor. The
vehicle is never directly powered by the
gasoline engine.

Plug-in hybrids are very similar to traditional
hybrids, but plug-ins rely on a different primary
energy source. The battery-powered electric
motor functions as the main source of power.
When the battery reaches a certain level, the
internal engine's power kicks in and the vehicle
uses gasoline to extend its range. The battery
is recharged by plugging the vehicle into an
external charger, hence the name.

In addition to EVs and hybrids, vehicles that run
on alternative fuel are also considered
fuel-efficient. Alternative fuels include diesel,
bio-diesel, ethanol, compressed natural gas,
and hydrogen fuel cells.

Weigh the advantages against the
disadvantages
One of the biggest factors in deciding whether
to buy a fuel-efficient vehicle is cost. Generally,
fuel-efficient vehicles come with a higher
purchase price that can be off-putting when
comparing them to standard vehicles. And if
your fuel-efficient car is equipped with an
expensive battery, you must be prepared to pay
even more when the battery eventually needs
to be replaced.

Other drawbacks include scarcity of public
chargers, limited driving range, and fewer
model options to choose from (as opposed to
traditional vehicles).

On the other hand, driving a green vehicle
could add some green to your wallet. Many EVs
and hybrids qualify for a federal income tax
credit. Depending on your vehicle's battery
capacity, you could earn a credit ranging from
$2,500 up to $7,500. However, certain
restrictions do apply. For more information, see
IRS Form 8936, Qualified Plug-in Electric Drive
Motor Vehicle Credit.

Your auto insurance provider may also offer
discounts if you drive an EV or hybrid. It's worth
checking to see whether you will save on
insurance by driving a fuel-efficient vehicle.

Chances are good that a fuel-efficient vehicle
will save you money at the gas station.
Fuel-efficient vehicles typically have superior
fuel economy, which means you'll likely be
taking fewer trips to refuel your car. Over time,
the savings from reduced gas station stops
could be significant.

Decide what suits your lifestyle
Financial considerations aside, think about
what kind of car best fits your needs. To help
decide, ask yourself these questions:

• Can you afford a more expensive
fuel-efficient vehicle, or does it make more
sense to buy a conventional vehicle?

• How much driving do you do in a typical
week?

• Do you want an EV or a hybrid? Or do you
want to consider an alternative fuel option?

• If you choose an EV or plug-in, are you able
to charge it at home? If you frequently drive
longer distances, will you be able to recharge
it easily on the road?

• When will you need to replace the battery in
your vehicle? How expensive will it be?

• What kind of gas mileage should you expect
to get from an EV or hybrid?

• Are there any reliability or safety issues
associated with EVs or hybrids?

If you don't drive your vehicle on a consistent
basis, you might consider sticking with a
conventional vehicle. For example, after just
one week of not driving an EV or hybrid vehicle,
the battery could be affected and may not
function properly.

Fuel-efficient vehicles are
designed to help reduce
pollution emissions and
fossil fuel dependence,
which can limit the effects
of climate change. These
factors make fuel-efficient
vehicles appealing to drivers
looking to be more green.
But there are pros and cons
to consider before buying
an electric or hybrid car.
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Securities and Investment Advisory
Services are offered through Woodbury
Financial Services, Inc., Member
FINRA/SIPC. Insurance offered through
Sterk Financial Services which is not
affiliated with Woodbury Financial
Services, Inc.

Broadridge Investor Communication
Solutions, Inc. does not provide
investment, tax, or legal advice. The
information presented here is not specific
to any individual's personal circumstances.

To the extent that this material concerns
tax matters, it is not intended or written to
be used, and cannot be used, by a
taxpayer for the purpose of avoiding
penalties that may be imposed by law.
Each taxpayer should seek independent
advice from a tax professional based on
his or her individual circumstances.

These materials are provided for general
information and educational purposes
based upon publicly available information
from sources believed to be reliable—we
cannot assure the accuracy or
completeness of these materials. The
information in these materials may change
at any time and without notice.

Will I owe income taxes when I sell my home?
In general, when you sell your
home, any amount you receive
over your cost basis (what you
paid for the home, plus capital
improvements, plus the costs

of selling the home) is subject to capital gains
taxes. However, if you owned and used the
home as your principal residence for a total of
two out of the five years before the sale (the
two years do not have to be consecutive), you
may be able to exclude from federal income tax
up to $250,000 (up to $500,000 if you're
married and file a joint return) of the capital gain
when you sell your home. You can use this
exclusion only once every two years, and the
exclusion does not apply to vacation homes
and pure investment properties.

For example, Mr. and Mrs. Jones bought a
home 20 years ago for $80,000. They've used it
as their principal residence ever since. This
year, they sell the house for $765,000, realizing
a capital gain of $613,000 ($765,000 selling
price minus a $42,000 broker's fee, minus the
original $80,000 purchase price, minus $30,000
worth of capital improvements they've made
over the years). The Joneses, who file jointly
and are in the 28% marginal tax bracket, can

exclude $500,000 of capital gain realized on the
sale of their home. Thus, their tax on the sale is
only $16,950 ($613,000 gain minus the
$500,000 exemption, multiplied by the 15%
long-term capital gains tax rate).

What if you don't meet the two-out-of-five-years
requirement? Or you used the capital gain
exclusion within the past two years for a
different principal residence? You may still
qualify for a partial exemption, assuming that
your home sale was due to a change in place of
employment, health reasons, or certain other
unforeseen circumstances.

Special rules may apply in the following cases:

• You sell vacant land adjacent to your
residence

• Your residence is owned by a trust
• Your residence contained a home office or

was otherwise used for business purposes
• You rented part of your residence to tenants
• You owned your residence jointly with an

unmarried taxpayer
• You sell your residence within two years of

your spouse's death
• You're a member of the uniformed services

What happens to my property if I die without a will?
If you die without a will, your
property will generally pass
according to state law (under
the rules for intestate
succession). When this

happens, the state essentially makes a will for
you. State laws specify how your property will
pass, typically in certain proportions to various
persons related to you. The specifics, however,
vary from state to state.

Most state laws favor spouses and children
first. For example, a typical state law might
specify that your property pass one-half or
one-third to your surviving spouse, with the
remainder passing equally to all your children. If
you don't have children, in many states your
spouse might inherit all of your property; in
other states, your spouse might have to share
the property with your brothers and sisters or
parents.

But not all property is transferred by will or
intestate succession. Regardless of whether
you have a will, some property passes
automatically to a joint owner or to a designated
beneficiary. For example, you can transfer
property such as IRAs, retirement plan benefits,

and life insurance by naming a beneficiary.
Property that you own jointly with right of
survivorship will pass automatically to the
surviving owners at your death. Property held in
trust will pass to your beneficiaries according to
the terms you set out in the trust.

Only property that is not transferred by
beneficiary designation, joint ownership, will, or
trust passes according to intestate succession.
You should generally use beneficiary
designations, joint ownership, wills, and trusts
to control the disposition of your property so
that you, rather than the state, determine who
receives the benefit of your property.

Even if it seems that all your property will be
transferred by beneficiary designation, joint
ownership, or trust, you should still generally
have a will. You can designate in the will who
will receive any property that slips through the
cracks.

And, of course, you can do other things in a will
as well, such as name the executor of your
estate to carry out your wishes as specified in
the will, or name a guardian for your minor
children.
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