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Fialkow Financial Planning offers fixed-fee
and hourly as-needed financial planning
and advice as an alternative to traditional
commission or percentage based fee
approaches. I believe this is the most
objective and prudent way to provide
financial advice and mitigate conflicts of
interest.

My clients retain control of their assets
while I assist them in making sound
financial decisions by providing advice
based on their unique circumstances and
desired outcomes.

To find out more, please visit my website at
www.fialkowfp.com which includes
information on how to schedule a no
obligation consultation to determine if my
services are a good fit for your financial
planning needs.

Should you have questions on any of the
topics in this newsletter, please don't
hesitate to contact me, I would enjoy
hearing from you.

Thanks,

Ira

Tax filing season is
here again. If you
haven't done so
already, you'll want
to start pulling things
together — that
includes getting your
hands on a copy of
your 2016 tax return
and gathering W-2s,
1099s, and

deduction records. You'll need these records
whether you're preparing your own return or
paying someone else to prepare your tax return
for you.

Don't procrastinate
The filing deadline for most individuals is
Tuesday, April 17, 2018. That's because April
15 falls on a Sunday, and Emancipation Day, a
legal holiday in Washington, D.C., is celebrated
on Monday, April 16. Unlike in some years,
there's no extra time for residents of
Massachusetts or Maine to file because
Patriots' Day (a holiday in those two states) falls
on April 16 — the same day that Emancipation
Day is being celebrated.

Filing for an extension
If you don't think you're going to be able to file
your federal income tax return by the due date,
you can file for and obtain an extension using
IRS Form 4868, Application for Automatic
Extension of Time to File U.S. Individual
Income Tax Return. Filing this extension gives
you an additional six months (to October 15,
2018) to file your federal income tax return. You
can also file for an extension electronically —
instructions on how to do so can be found in the
Form 4868 instructions.

Filing for an automatic extension does not
provide any additional time to pay your tax.
When you file for an extension, you have to
estimate the amount of tax you will owe and
pay this amount by the April filing due date. If
you don't pay the amount you've estimated, you
may owe interest and penalties. In fact, if the

IRS believes that your estimate was not
reasonable, it may void your extension.

Note: Special rules apply if you're living outside
the country or serving in the military and on
duty outside the United States. In these
circumstances you are generally allowed an
automatic two-month extension (to June 15,
2018) without filing Form 4868, though interest
will be owed on any taxes due that are paid
after April 17. If you served in a combat zone or
qualified hazardous duty area, you may be
eligible for a longer extension of time to file.

What if you owe?
One of the biggest mistakes you can make is
not filing your return because you owe money.
If your return shows a balance due, file and pay
the amount due in full by the due date if
possible. If there's no way that you can pay
what you owe, file the return and pay as much
as you can afford. You'll owe interest and
possibly penalties on the unpaid tax, but you'll
limit the penalties assessed by filing your return
on time, and you may be able to work with the
IRS to pay the remaining balance (options can
include paying the unpaid balance in
installments).

Expecting a refund?
The IRS is stepping up efforts to combat
identity theft and tax refund fraud. New, more
aggressive filters that are intended to curtail
fraudulent refunds may inadvertently delay
some legitimate refund requests. In fact, since
last year's tax filing season, the IRS has been
required to hold refunds on all tax returns
claiming the earned income tax credit or the
refundable portion of the child tax credit until at
least February 15.1

Most filers, though, can expect a refund check
to be issued within 21 days of the IRS receiving
a return.
1 IRS.gov (IR-2017-181, IRS Encourages Taxpayers
to Check Their Withholding; Checking Now Helps
Avoid Surprises at Tax Time, October 30, 2017)
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Four Tips for Downsizing in Retirement
Going through years of accumulated
possessions and memories is probably not how
you envisioned spending part of your
retirement. It may sound like a daunting and
emotionally draining task, but downsizing could
be a savvy financial move, especially if you
haven't reached your retirement savings goals.

1. Set goals for downsizing
Before you make any decisions, think about
why you might want to downsize in the first
place. Is it because you want to save on
mortgage payments or other monthly
expenses? Or are you looking to free up some
cash to help pursue your lifestyle goals in
retirement?

No matter what your specific goals may be,
understanding the connection between them
and downsizing can help motivate you to follow
through with it.

2. Determine the best time to downsize
It's said that timing is everything, so choosing
when to downsize will be an important decision
to make. One benefit of downsizing early in
retirement is that mortgage payments and other
related expenses (such as utilities and real
estate taxes) could decrease, presuming that
you are downsizing to a less expensive
residence. This could mean you have extra
funds to pursue new hobbies and activities right
away in retirement. You might even be
fortunate enough to have sufficient funds from
the sale of a larger home to pay for a smaller
home with cash, thus eliminating or decreasing
your mortgage payment, or significantly
increasing cash flow.

But there may be advantages to delaying
downsizing. If you wait to do it later in
retirement, you might have a better sense of
just how much you need to downsize to support
your current lifestyle. Plus, timing your
downsizing plans with a stronger real estate
market could mean that you sell and/or
purchase a new home at a more opportune
time.

3. Be realistic about costs
There are several costs to think about if you are
downsizing your home: the worth of your
current home, the cost of a new home, and the
fees and expenses associated with relocating.
Before you start boxing up your belongings, run
the numbers. Start by contacting local real
estate agents to receive estimates of your
home's value. Compare the estimates so you
can develop an idea of how much you might be
able to get for your home. Research online to
see what homes in your neighborhood have

sold for recently — this can also help you
determine your home's potential selling price.

Take similar steps when you look for your new
home. One option that might be available is to
rent a new house or apartment for a length of
time before buying it. That way, you'll learn
whether the home and the location suit you,
helping you avoid buyer's remorse.

If you're buying a new home, don't forget to
account for the down payment, home
inspection, closing costs, and other associated
charges. Factoring all of the numbers into the
equation may reveal whether downsizing
makes the most sense for you and your
financial situation.

4. Consider downsizing your
belongings, not just your home
For some people, downsizing might simply
mean cutting down on clutter rather than
relocating. It's easier said than done,
particularly if you've amassed many belongings
over time. When purging your home, consider
the following:

• Take your time. Don't feel pressured to clear
out your entire home in one fell swoop.
Instead, make a plan to do one room or
section of your home at a time.

• Involve your children. If you have kids,
consider asking them for their help. Many
hands make light work, and your children
may end up expressing interest in items they
would like to have.

• Sell valuables. Maybe you can't find a new
home for that antique necklace you never
wear or the rare baseball cards collecting
dust in your attic. Consider having those
items appraised and selling them to an
auction house or online. Depending on how
many items you're selling and their worth, you
could wind up with quite a bit of money that
you can use to help cushion your retirement
fund.

• Donate gently used items. Find out if there
are any local organizations in your community
that could benefit from furniture, clothing, or
any other possessions in good condition that
you want to get rid of. Some donation outlets
may even offer free pickup of certain items,
saving you time and hassle.

• Clear out junk. Chances are you've
accumulated items that you simply won't be
able to give away or sell. Discard belongings
that serve no purpose other than taking up
space in your home. You might be surprised
by how much room you could free up.

Have you considered
downsizing in retirement?
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Managing Debt While Saving for Retirement
It's a catch-22: You feel that you should focus
on paying down debt, but you also want to save
for retirement. It may be comforting to know
you're not alone.

According to an Employee Benefit Research
Institute survey, 18% of today's workers
describe their debt level as a major problem,
while 41% say it's a minor problem. And
workers who say that debt is a problem are also
more likely to feel stressed about their
retirement savings prospects.1 Perhaps it's no
surprise, then, that the largest proportion (21%)
of those who have taken a loan from their
employer-sponsored retirement plans have
done so to pay off debt.2 Borrowing from your
plan can have negative consequences on your
retirement preparedness down the road. Loan
limits and other restrictions generally apply as
well.

The key in managing both debt repayment and
retirement savings is to understand a few basic
financial concepts that will help you develop a
strategy to tackle both.

Compare potential rate of return with
interest rate on debt
Probably the most common way to decide
whether to pay off debt or to make investments
is to consider whether you could earn a higher
rate of return (after accounting for taxes) on
your investments than the interest rate you pay
on the debt. For example, say you have a credit
card with a $10,000 balance that carries an
interest rate of 18%. By paying off that balance,
you're effectively getting an 18% return on your
money. That means your investments would
generally need to earn a consistent, after-tax
return greater than 18% to make saving for
retirement preferable to paying off that debt.
That's a tall order for even the most savvy
professional investors.

And bear in mind that all investing involves risk;
investment returns are anything but
guaranteed. In general, the higher the rate of
return, the greater the risk. If you make
investments rather than pay off debt and your
investments incur losses, you may still have
debts to pay, but you won't have had the benefit
of any gains. By contrast, the return that comes
from eliminating high-interest-rate debt is a sure
thing.

Are you eligible for an employer match?
If you have the opportunity to save for
retirement via an employer-sponsored plan that
matches a portion of your contributions, the
debt-versus-savings decision can become even
more complicated.

Let's say your company matches 50% of your
contributions up to 6% of your salary. This
means you're essentially earning a 50% return
on that portion of your retirement account
contributions. That's why it may make sense to
save at least enough to get any employer
match before focusing on debt.

And don't forget the potential tax benefits of
retirement plan contributions. If you contribute
pre-tax dollars to your plan account, you're
immediately deferring anywhere from 10% to
39.6% in taxes, depending on your federal tax
rate. If you're making after-tax Roth
contributions, you're creating a source of
tax-free retirement income.3

Consider the types of debt
Your decision can also be influenced by the
type of debt you have. For example, if you
itemize deductions on your federal tax return,
the interest you pay on a mortgage is generally
deductible — so even if you could pay off your
mortgage, you may not want to. Let's say you're
paying 6% on your mortgage and 18% on your
credit card debt, and your employer matches
50% of your retirement account contributions.
You might consider directing some of your
available resources to paying off the credit card
debt and some toward your retirement account
in order to get the full company match, while
continuing to pay the mortgage to receive the
tax deduction for the interest.

Other considerations
There's another good reason to explore ways to
address both debt repayment and retirement
savings at once. Time is your best ally when
saving for retirement. If you say to yourself, "I'll
wait to start saving until my debts are
completely paid off," you run the risk that you'll
never get to that point, because your good
intentions about paying off your debt may falter.
Postponing saving also reduces the number of
years you have left to save for retirement.

It might also be easier to address both goals if
you can cut your interest payments by
refinancing debt. For example, you might be
able to consolidate multiple credit card
payments by rolling them over to a new credit
card or a debt consolidation loan that has a
lower interest rate.

Bear in mind that even if you decide to focus on
retirement savings, you should make sure that
you're able to make at least the minimum
monthly payments on your debt. Failure to do
so can result in penalties and increased interest
rates, which would defeat the overall purpose of
your debt repayment/retirement savings
strategy.

1 Employee Benefit
Research Institute, 2017
Retirement Confidence
Survey
2 Employee Benefit
Research Institute, 2016
Retirement Confidence
Survey
3 Distributions from pre-tax
accounts will be taxed at
ordinary income tax rates.
Early distributions from
pre-tax accounts and
nonqualified distributions of
earnings from Roth
accounts will be subject to
ordinary income taxes and a
10% penalty tax, unless an
exception applies. Employer
contributions will always be
placed in a pre-tax account,
regardless of whether they
match pre-tax or Roth
employee contributions.
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IMPORTANT DISCLOSURES

Investment advisor representative of
and investment advisory services
offered through Garrett Investment
Advisors, LLC., a fee-only,
SEC-registered investment advisor.
Tel: (910)-FEE-ONLY. Fialkow
Financial Planning may offer
investment advisory services in the
States of Florida and Texas and in
other jurisdictions where exempted.

This communication has been
provided to you for informational
purposes only. Although information
in this presentation has been
obtained from and is based upon
sources that Garrett Investment
Advisors, LLC believes to be reliable,
Garrett Investment Advisors, LLC
does not guarantee its accuracy and
it may be incomplete or condensed.
This information is not a complete
summary or statement of all available
data necessary for making an
investment decision and does not
constitute a recommendation.

Is buying an extended warranty worth it?
If you've ever purchased an
electronic device, a major
appliance, or a vehicle,
chances are you've been
asked if you also wanted to

purchase an extended warranty or service
contract. Extended warranties are offered by
retailers for an additional cost to customers and
provide repair or product maintenance for a
specific period of time.

Selling extended warranties may be quite
profitable for retailers. It's an easy way for them
to make money because they get to keep a
percentage of what they charge for the service
contracts.

Before you purchase an extended warranty,
consider the following questions.

• Does your purchase come with a
manufacturer's warranty? Many products
already come with a warranty from the
manufacturer that covers replacement or
repairs within a certain time period. Even if
the warranty period is short, manufacturers
may offer low-cost repair or replacement of
items if they are known to be defective,
although there are no guarantees unless
state or federal laws apply.

• Will the manufacturer's warranty overlap with
the extended warranty? You may want to
forgo purchasing an extended warranty if it
will result in duplicate coverage.

• If you're using a credit card, does your card
issuer automatically extend the
manufacturer's warranty? Some double the
warranty period or extend it up to a year for
products purchased using the card.

• Do you plan on purchasing your product from
a well-known manufacturer? Research online
product reviews to gauge reliability and the
potential for problems to occur before you
spring for an extended warranty.

• If the product you've purchased needs
repairs, will they be costly? You should weigh
the cost of the extended warranty against
what it will cost to pay for the repairs out of
pocket.

If you decide to purchase an extended
warranty, read the terms carefully. Extended
warranties contain coverage exclusions and
limitations. In addition, some extended
warranties may require you to pay additional
charges to have a covered product serviced
(e.g., deductibles, fees, and shipping costs).

How does working affect Social Security retirement
benefits?
If you're thinking about
working as long as possible to
increase your retirement
savings, you may be

wondering whether you can receive Social
Security retirement benefits while you're still
employed. The answer is yes. But depending
on your age, earnings from work may affect the
amount of your Social Security benefit.

If you're younger than full retirement age and
make more than the annual earnings limit
($17,040 in 2018), part of your benefits will be
withheld, reducing the amount you receive from
Social Security. If you're under full retirement
age for the entire year, $1 is deducted from
your benefit for every $2 you earn above the
annual limit.

In the year you reach full retirement age, $1 is
deducted from your benefit for every $3 you
earn above a different limit ($45,360 in 2018).

Starting with the month you reach full
retirement age, your benefit won't be reduced,
no matter how much you earn.

Earnings that count toward these limits are
wages from a job or net earnings from

self-employment. Pensions, annuities,
investment income, interest, and veterans or
other government benefits do not count.
Employee contributions to a pension or a
retirement plan do count if the amount is
included in your gross wages.

The Social Security Administration (SSA) may
begin to withhold the required amount, up to
your whole monthly benefit, as soon as it
determines you are on track to surpass the
annual limit. However, even if your benefits are
reduced, you'll receive a higher monthly benefit
at full retirement age, because the SSA will
recalculate your benefit and give you credit for
any earnings withheld earlier. So the effect that
working has on your benefits is only temporary,
and your earnings may actually increase your
benefit later.

These are just the basics, and other rules may
apply. The Retirement Earnings Test
Calculator, available at the Social Security
website, ssa.gov, can help you estimate how
earnings before full retirement age might affect
your benefit.
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