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Only weeks to go before the April
17th deadline for Federal tax returns.
Certain states may have a deadline
different from April 17th depending
on a number of factors. Traditional
IRA or Roth IRA contributions for
2017 must be made by April 17,
2018. Employer made SEP-IRA
contributions for 2017 can be
completed as late as October 15,
2018 if tax return extensions are
filed. Each of these IRA contributions
has its own contribution and
deductibility limits, so contact your
tax advisor or SWA to assist you in
determining your eligibility.

Until April...

Money is power. A
fool and his money
are soon parted. A
penny saved is a
penny earned.
Money is the root of
all evil.

Do any of these
expressions ring
true for you?

As it turns out, the money beliefs our families
espoused while we were growing up may have
a profound effect on how we behave financially
today — and may even influence our financial
success.

Beliefs drive behaviors
In 2011, The Journal of Financial Therapy
published a study by financial psychologist
Brad Klontz et al., that gauged the reactions of
422 individuals to 72 money-related
statements.1 Examples of such statements
include:

• There is virtue in living with less money
• Things will get better if I have more money
• Poor people are lazy
• It is not polite to talk about money

Based on the findings, Klontz was able to
identify four "money belief patterns," also
known as "money scripts," that influence how
people view money. Klontz has described these
scripts as "typically unconscious,
trans-generational beliefs about money" that
are "developed in childhood and drive adult
financial behaviors."2 The four categories are:

1. Money avoidance: People who fall into this
category believe that money is bad and is often
a source of anxiety or disgust. This may result
in a hostile attitude toward the wealthy.
Paradoxically, these people might also feel that
all their problems would be solved if they only
had more money. For this reason, they may
unconsciously sabotage their own financial
efforts while working extra hours just to make
ends meet.

2. Money worship: Money worshippers believe
that money is the route to true happiness, and
one can never have enough. They feel that they
will never be able to afford everything they
want. These people may shop compulsively,
hoard their belongings, and put work ahead of
relationships in the ongoing quest for wealth.

3. Money status: Similar to money
worshippers, these people equate net worth
with self-worth, believing that money is the key
to both happiness and power. They may live
lavishly in an attempt to keep up with or even
beat the Joneses, incurring heavy debt in the
process. They are also more likely than those in
other categories to be compulsive gamblers or
to lie to their spouses about money.

4. Money vigilance: Money vigilants are
cautious and sometimes overly anxious about
money, but they also live within their means,
pay off their credit cards every month, and save
for the future. However, they risk carrying a
level of anxiety so high that they cannot enjoy
the fruits of their labor or ever feel a sense of
financial security.

Awareness is the first step
According to Klontz's research, the first three
money scripts typically lead to destructive
financial behaviors, while the fourth is the one
to which most people would want to aspire. If
you believe you may fit in one of the
self-limiting money script categories, consider
how experiences in your childhood or the
beliefs of your parents or grandparents may
have influenced this thinking. Then do some
reality-checking about the positive ways to build
and manage wealth. As in other areas of
behavioral finance and psychology in general,
awareness is often the first step toward
addressing the problem.
1 "Money Beliefs and Financial Behaviors," The
Journal of Financial Therapy, Volume 2, Issue 1

2 Financial Planning Association, accessed October
24, 2017
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Deducting 2017 Property Losses from Your Taxes
Hurricanes, wildfires, tornadoes, floods,
earthquakes, winter storms, and other events
often cause widespread damage to homes and
other types of property. If you've suffered
property loss as the result of a natural or
man-made disaster in 2017, you may be able to
claim a casualty loss deduction on your federal
income tax return.

What is a casualty loss?
A casualty is the destruction, damage, or loss
of property caused by an unusual, sudden, or
unexpected event. Casualty losses may result
from natural disasters or from other events
such as fires, accidents, thefts, or vandalism.
You probably don't have a deductible casualty
loss, however, if your property is damaged as
the result of gradual deterioration (e.g., a
long-term termite infestation).

How do you calculate the amount of
your loss?
To calculate a casualty loss on personal-use
property, like your home, that's been damaged
or destroyed, you first need two important
pieces of data:

• The decrease in the fair market value (FMV)
of the property; that's the difference between
the FMV of the property immediately before
and after the casualty

• Your adjusted basis in the property before the
casualty; your adjusted basis is usually your
cost if you bought the property (different rules
apply if you inherited the property or received
it as a gift), increased for things like
permanent improvements and decreased for
items such as depreciation

Starting with the lower of the two amounts
above, subtract any insurance or other
reimbursement that you have received or that
you expect to receive. The result is generally
the amount of your loss. If you receive
insurance payments or other reimbursement
that is more than your adjusted basis in the
destroyed or damaged property, you may
actually have a gain. There are special rules for
reporting such gain, postponing the gain,
excluding gain on a main home, and
purchasing replacement property.

After you determine your casualty loss on
personal-use property, you have to reduce the
loss by $100. The $100 reduction applies per
casualty, not per individual item of property.
Two or more events that are closely related
may be considered a single casualty. For
example, wind and flood damage from the
same storm would typically be considered a
single casualty event, subject to only one $100
reduction. If both your home and automobile

were damaged by the storm, the damage is
also considered part of a single casualty event —
you do not have to subtract $100 for each piece
of property.

You must also reduce the total of all your
casualty and theft losses on personal property
by 10% of your adjusted gross income (AGI)
after each loss is reduced by the $100 rule,
above.

Keep in mind that special rules apply for those
affected by Hurricanes Harvey, Irma, and
Maria. The Disaster Tax Relief Act of 2017
increased the threshold for claiming a casualty
loss deduction to $500, waived the requirement
that the loss is deductible only to the extent it
exceeds 10% of AGI, and allowed a deduction
even for those who do not itemize.

Also note that the rules for calculating loss can
be different for business property or property
that's used to produce income, such as rental
property.

When can you deduct a casualty loss?
Generally, you report and deduct the loss in the
year in which the casualty occurred. Special
rules, however, apply for casualty losses
resulting from an event that's declared a federal
disaster area by the president.

If you have a casualty loss from a federally
declared disaster area, you can choose to
report and deduct the loss in the tax year in
which the loss occurred, or in the tax year
immediately preceding the tax year in which the
disaster happened. If you elect to report in the
preceding year, the loss is treated as if it
occurred in the preceding tax year. Reporting
the loss in the preceding year may reduce the
tax for that year, producing a refund. You
generally have to make a decision to report the
loss in the preceding year by the federal
income tax return due date (without any
extension) for the year in which the disaster
actually occurred.

Casualty losses are reported on IRS Form
4684, Casualties and Thefts. Any losses
relating to personal-use property are carried
over to Form 1040, Schedule A, Itemized
Deductions.

Where can you get more information?
The rules relating to casualty losses can be
complicated. Additional information can be
found in the instructions to Form 4684 and in
IRS Publication 547, Casualties, Disasters, and
Thefts. If you have suffered a casualty loss,
though, you should consider discussing your
individual circumstances with a tax
professional.

New rules for 2018 and
beyond

Recent tax reform legislation
eliminates deductions for
casualty losses that occur in
2018 through 2025, except for
losses in federally declared
disaster areas.

The legislation also makes
changes that apply
retroactively to 2016 and 2017
for net disaster losses arising
from 2016 federally declared
disaster areas.
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College Saving: How Does a 529 Plan Compare to a Roth IRA?
529 plans were created 22 years ago, in 1996,
to give people a tax-advantaged way to save
for college. Roth IRAs were created a year
later, in 1997, to give people a tax-advantaged
way to save for retirement. But a funny thing
happened along the way — some parents
adapted the Roth IRA as a college savings tool.

Tax benefits and use of funds
Roth IRAs and 529 plans have a similar tax
modus operandi. Both are funded with after-tax
dollars, contributions accumulate tax deferred,
and qualified distributions are tax-free. But in
order for a 529 plan distribution to be tax-free,
the funds must be used for college or K-12
education expenses. By contrast, a qualified
Roth distribution can be used for anything —
retirement, college, travel, home remodeling,
and so on.

In order for a distribution from a Roth IRA to be
tax-free (i.e., a qualified distribution), a five-year
holding period must be met and one of the
following must be satisfied: The distribution
must be made (1) after age 59½, (2) due to a
qualifying disability, (3) to pay certain first-time
homebuyer expenses, or (4) by your beneficiary
after your death.

For purposes of this discussion, it's the first
condition that matters: whether you will be 59½
or older when your child is in college. If the
answer is yes (and you've met the five-year
holding requirement), then your distribution will
be qualified and you can use your Roth dollars
to pay for college with no tax implications or
penalties. If your child ends up getting a grant
or scholarship, or if overall college costs are
less than you expected, you can put those Roth
dollars toward something else.

But what if you'll be younger than 59½ when
your child is in college? Can you still use Roth
dollars? You can, but your distribution will not
be qualified. This means that the earnings
portion of your distribution (but not the
contributions portion) will be subject to income
tax. (Note: Just because the earnings portion is
subject to income tax, however, doesn't mean
you'll necessarily have to pay it. Nonqualified
distributions from a Roth IRA draw out
contributions first and then earnings, so you
could theoretically withdraw up to the amount of
your contributions and not owe income tax.)

Also, if you use Roth dollars to pay for college,
the 10% early withdrawal penalty that normally
applies to distributions before age 59½ is
waived. So the bottom line is, if you'll be
younger than 59½ when your child is in college
and you use Roth dollars to pay college
expenses, you might owe income tax (on the
earnings portion of the distribution), but you

won't owe a penalty.

If 529 plan funds are used for any other
purpose besides the beneficiary's qualified
education expenses, the earnings portion of the
distribution is subject to income tax and a 10%
federal tax penalty.

Financial aid treatment
At college time, retirement assets aren't
counted by the federal or college financial aid
formulas. So Roth IRA balances will not affect
financial aid in any way. (Note: Though the aid
formulas don't ask for retirement plan balances,
they typically do ask how much you contributed
to your retirement accounts in the past year,
and colleges may expect you to apply some of
those funds to college.)

By contrast, 529 plans do count as an asset
under both federal and college aid formulas.
(Note: Only parent-owned 529 accounts count
as an asset. Grandparent-owned 529 accounts
do not, but withdrawals from these accounts
are counted as student income.)

Investment choices
With a Roth IRA, your investment choices are
virtually unlimited — you can hold mutual funds,
individual stocks and bonds, exchange-traded
funds, and REITs, to name a few.

With a 529 plan, you are limited to the
investment options offered by the plan, which
are typically a range of static and age-based
mutual fund portfolios that vary in their level of
risk. If you're unhappy with the market
performance of the options you've chosen,
under federal law you can change the
investment options for your existing
contributions only twice per calendar year
(though you can generally change the
investment options on your future contributions
at any time).

Eligibility and contribution amounts
Unfortunately, not everyone is eligible to
contribute to a Roth IRA. For example, your
income must be below a certain threshold to
make the maximum annual contribution of
$5,500 (or $6,500 for individuals age 50 and
older).

By contrast, anyone can contribute to a 529
plan; there are no restrictions based on income.
Another significant advantage is that lifetime
contribution limits are high, typically $300,000
and up. And 529 plan rules allow for large
lump-sum, tax-free gifts if certain conditions are
met — $75,000 for single filers and $150,000 for
married joint filers in 2018, which is equal to
five years' worth of the $15,000 annual gift tax
exclusion.

529 plan assets surpass
$300 billion mark

As of September 2017, assets
in 529 plans totaled $306
billion.

Source: Strategic Insight, 529
College Savings & ABLE, 3Q
2017 529 Data Highlights

Note

Investors should carefully
consider the investment
objectives, risks, charges, and
expenses associated with 529
plans before investing. Specific
information is available in each
plan's official statement. Keep
in mind that there is the risk
that 529 plan investments may
not perform well enough to
cover costs as anticipated.
Also consider whether your
state offers any 529 plan state
tax benefits and whether they
are contingent on joining your
own state's 529 plan. Other
state benefits may include
financial aid, scholarship funds,
and protection from creditors.
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IMPORTANT DISCLOSURES

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.

What steps can I take to make sure my teen driver is
safe?
For a young person, having a
driver's license can create an
exciting sense of freedom.
Unfortunately, new risks come

with this new freedom. Motor vehicle crashes
are the leading cause of death for teenagers in
the United States.1

There are proven strategies to help prevent
these tragedies, and your role as a parent is
essential to your teen's safety behind the
wheel. Now is a good time to make sure that
both you and your teen understand the
applicable licensing rules and safety concerns
that pertain to teen drivers.

Every state has a graduated driver licensing
(GDL) program. GDL programs are designed to
allow young, novice drivers to practice their
driving skills in low-risk situations. Restrictions
are gradually lifted and greater responsibility is
granted until teens ultimately earn full driving
privileges.

Most GDL programs require that drivers
complete two stages before being granted a
full, unrestricted license. Stage one is the
beginner or learner's permit stage, which

requires the completion of a specific number of
hours of supervised driving time during a set
time period (typically 6 to 12 months).

Stage two is the intermediate or provisional
period in which the young driver has a license
to drive alone but with certain restrictions (e.g.,
peer passengers limited or banned altogether,
late-night driving curfew, no electronic devices).

While GDL programs attempt to address a
variety of known risks for teen drivers, it's a
good idea to emphasize specific risks with your
teen as well, such as:

• Lack of experience (e.g., underestimating
dangerous situations and not recognizing
hazardous conditions)

• Distracted driving (e.g., cell phone use,
listening to loud music, or talking to a
passenger)

• Speeding and tailgating
• Improper seat belt use
• Drinking and driving
1 Centers for Disease Control and Prevention, 2017

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).

Page 4 of 4


