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Are You Emotionally Prepared to Retire?
Retirement is much more than a date
circled on the calendar or the amount of
money you’ve saved. Have you ever
questioned if you are emotionally prepared for retirement? Experts agree
that you should consider these questions while planning for retirement:
What am I going to do all day? No
longer getting up to the alarm clock is
good but having no destination or purpose is not. Once you’ve binge-watched
some serial television, visited the
grandkids, cleaned the attic and maybe
taken that dream trip, now what? It’s
imperative that you have a plan to be
involved in something with purpose.
Many retirees enjoy having more time
to volunteer or join social clubs, but the
important thing is to have a little daily

structure to prevent mourning the loss
of responsibility and routine. Slowly
creating your new identity before you
retire will help ease this transition.
Retirees who had supervisory roles or
powerful positions might welcome the
end of work stress, but adjusting to a
fulfilling routine outside the workplace
will prove challenging. Spouses with no
outlet for their controlling behavior
could be resented for bringing those
actions into the home. Spare your partner and find channels for your authority
– go to the gym, explore local politics, or
volunteer somewhere to feel appreciated and fill the void. And for heaven’s
sake, never ask your spouse, “What are
you making us for lunch?”
(See Family on page 10)
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Announcements
Don’t forget: The deadline for
making 2015 contributions to
IRAs and other qualified plans is
Monday, April 18th. Contact our
office as soon as possible as the
days leading up to the deadline
are hectic.
Required minimum distributions reminder: If you turned
70½ in 2015, you have until April
1, 2016 to take your RMD for 2015
(but you still need to take another
one for 2016 by December 31).
Please remember to let us know if
you have any changes to your
contact information, including
addresses, phone numbers, and
email addresses.
Happy Easter! Our staff got together and made Easter baskets
for a local shelter. Check out the
photos on page 9! We’d also like
to wish all mothers a very happy
Mother’s Day on May 8th.
There’s a very happy Denver
Broncos fan in our office these
days!
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Taxes and the Affordable Care Act
Healthcare and Taxes. The passage of the Affordable Care Act (commonly known as Obamacare) instituted
a few tax return filing wrinkles that
many of us are still getting used to.
While we all navigated our way through
the new rules last year, it can’t hurt to
review how the ACA impacts your tax
return:
The Individual Mandate. At the
heart of the ACA is the individual mandate for coverage requiring you to have
health insurance coverage from an employer plan, a government plan such as
Medicare, veteran’s coverage, TRICARE
for active duty members and their families, or individual plans purchased on a
federal or state exchange.
While a few exemptions exist for a few
groups (incarcerated individuals, members of religious groups whose beliefs
prohibit health insurance benefits), the
vast majority of Americans are required
to prove they have health insurance
coverage or pay a financial penalty.
This penalty is assessed as either a flat
fee or a percentage based on income,
whichever is higher. This year the flat
fee penalty is $325 per adult and $162
per child, up to a family maximum of
$975, or 2% of the household’s income
(again, whichever is higher). Next year
the flat fee penalties will more than
double, and the household income percentage will increase to 2.5%.
It is important to note that the penalties are assessed on a pro rata basis: if
you didn’t have coverage for 2 months,
then you will only owe one-sixth of the
penalty.
The Advance Premium Tax Credit. In an effort to lower the monthly
cost of health insurance for many Americans, the ACA allows you to apply a
future tax credit to the current monthly
premium. For example, if you are eligible for a $1,200 tax credit, the federal
government will pay that credit to the
insurance company directly and your
monthly premium would be reduced by
$100. Please keep in mind the amount
of the credit that is then advanced is
based on your estimate for income. If
your estimate was incorrect, or if your
income changed over the course of
2015, it is possible that when you file

your return that you will discover that
you received too much of a credit
(which will then reduce your refund
amount).
Form 1095. This form should have
been sent to you as evidence of your
health care coverage for 2015. There
are three versions of the form: A, B, and
C. Form 1095-C will be sent if you received coverage from an employer with
more than 50 employees and Form
1095-B will be sent if you received coverage from a smaller employer or a governmental program.
Form 1095-A will be sent to you if you
purchased health insurance on an exchange. If you bought coverage through
a health insurance exchange then you
need Form 1095-A to file your tax return and receive a tax credit, or reconcile the Advance Premium Tax Credit
mentioned previously.
Medical Expense Deductions.
You can only deduct qualified medical
expenses in excess of 10% of your adjusted gross income (7.5% for individuals 65 or older). So if you are 50 years
old, had qualified medical expenses of
$5,000 in 2015, and had an adjusted
gross income of $45,000, you would be
able to deduct $500 on your tax return
($45,000 x 10% = $4,500, $5,000 $4,500 = $500). If you want to deduct
medical expenses you will have to itemize your deductions instead of taking
the standard deduction.
What are qualified medical expenses?
Payments for treatment, preventative
care, surgeries, doctor visits, dental
care, vision care, psychiatrists and psychologists, and prescription medications are all deductible.
What isn’t deductible? Anything you
were reimbursed for by your insurance
company or employer. Also not deductible: cosmetic procedures, nonprescription drugs (except insulin), general
health purchases such as toothpaste,
vitamins, or health club memberships.
For more information and to ensure
that you are both minimizing your tax
burden and fully complying with the tax
code, we strongly recommend that you
seek the assistance of a tax professional.
If you’d like a referral, Jeff would be
happy to provide you with one.

Tax Return Fraud
While exact figures are elusive,
fraudulent tax returns filed by identity thieves are more of a problem than
ever. In 2013 the IRS paid out an
estimated $5.2 billion to identity
thieves, and according to a new estimate by H&R Block, that amount has
roughly doubled since then.
Unfortunately under the current
system an identity thief only needs a
name, date of birth, and social security number. All too often we hear
about yet another major data breach
that potentially adds to the tremendous amount of personal information that is available to criminals for
purchase. Identity thieves can then
file for a and receive a refund in your
name. You only find out when you
try to file your correct return.
The IRS is trying to be proactive in
identifying these scams before they
issue the refund, and claims from
2011 to 2014 they were able to block
19 million suspicious returns totaling
$63 billion. These proactive measures have had unintended consequences: in 2015 36.2% of returns
flagged as suspicious were incorrectly flagged. This means that hundreds
of thousands of legitimate filers had
to wait an average of 4 months to
receive their refund.
What should you do if your
return is rejected when you file?
First, file a paper return and include
Form 14039 (Identity Theft Affidavit). Once those are filed, you will
receive an acknowledgement letter
from the IRS informing you that your
case has been referred to its special
Identity Theft Victim assistance organization. The IRS estimates a 120180 day wait period for your refund,
but according to a USA Today article,
the average has been 278 days.
While the IRS and the federal government are slowly working to establish preventative measures to protect
your data and cut down on fraudulent tax refunds, your best defense
may be filing your taxes as early as
possible. That way if an identity thief
attempts to file a fraudulent return, it
will be their return that gets rejected,
and not yours.
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When Filing, Don’t Overlook Potential Deductions
Traditional IRA Contributions:
IRA contributions are an excellent way
to lower your tax bill while doing something that you know you should do anyway.
Currently you can deduct a
contribution of $5,500 ($6,500 if you
are 50 or older) if you or your spouse
are not covered by a retirement plan at
work. If you or your spouse are covered
by an employer’s retirement plan (look
to your W-2 to find out if you were, see
if the box for “Retirement Plan” is
checked), then there are household income limits on how much of the contribution can be deducted.
Remember: You can make a contribution to a 2015 IRA until April 18, 2016.
Please call us today!
Earned Income Tax Credit (EITC): One out of five eligible taxpayers
misses out on this tax credit that is designed to assist low to moderate income
households. According to the IRS, 27.5
million filers received an average of
$2,400 in 2014 under this credit, yet
millions more missed out. Some people
miss out because they are newly eligible
and aren’t aware of the credit, others

because their income falls under the
minimum income threshold for filing
and they don’t file a return.
Who is eligible? American citizens
over the age of 25 (or have qualifying
children) who do not file “married filing
separately” and have earned income
from employment (unemployment benefits do not count). There are income
limits that vary by filing status – married or single – and by number of qualifying children.
How Many Dependents Do You
Have? If someone lived with you for
the entire year, earned less than
$4,000, did not file a joint income tax
return with someone else, and you provided over half of his support, then he
could be a dependent. That person does
not have to be a child, or even a blood
relative as long as he meets all the qualifying criteria. If you have been providing a home and financial support to a
parent, a significant other, or close
friend, then it is worth looking into
whether they qualify as a dependent. If
the individual didn’t live with you the
entire year, then the nature of the rela-

tionship is more important as the IRS
will only allow you to count blood or
marriage relatives to count as dependents.
Bought a House? Home ownership
allows you certain tax benefits regarding mortgage interest and property tax
deductions, but sometimes taxpayers
overlook their ability to deduct points
paid on the mortgage. Points paid for a
new mortgage have to be deducted in
that year, while points paid during a
refinance are deducted proportionally
over the life of the loan.
Moving Expenses Tied to a New
Job: You can deduct moving expenses
associated with the start of a new job as
long as the new commute is more than
50 miles more than your old commute.
For example, if your old commute was 5
miles and your new job is 50 miles
away, you would not qualify because
your new commute is only 45 miles
longer. You are also required to work a
minimum of 39 weeks at your new job
during the next year. The 39 weeks
don’t need to be consecutive or even at
the same employer.

GETTING A NEW DRIVER IN THE HOUSE?
Few moments can make a parent
more anxious than when their teenager asks to get their driver’s license.
Having a new driver brings mixed
feelings - eventually less driving for
you but non-stop worry about cost,
preparedness, and safety in the meantime. If your child is ready and you’re
approaching this territory, here are a
few things to consider.
The DMV - Go online early to book
the permit test appointment. There
are long wait times in some CT DMV
locations for various reasons. Locate
your child’s proof of identification
(birth certificate, Social Security card,
etc.) and re-read the DMV’s instructions. Don’t lose your appointment
because you didn’t bring proof of residency. Once your child has their permit, they must wait a minimum 120
-180 days (driving school versus no

driving school) before being eligible to
take the road exam.
Print your state’s online driver’s
handbook and utilize websites that offer state-specific sample permit tests.
Fair warning – the DMV uses questions on tests that are only found in
their handbook.

Getting in the Car - Students should
have at least 40 hours of practice driving. Consider at least twice that
amount to help instill good habits
while you still have control. Also keep
in mind that your new driver will likely
mimic your driving behavior. There

are many professional driving schools
available - check their reviews and
pass rate. The average cost is $500,
but insurance companies usually give
a discount for taking these classes.
Some offer pick up at home for your
child’s driving lessons as well as DMV
road tests at their location, although
you will pay extra for that privilege.
Reschedule if you believe your child is
not emotionally prepared for the driving test. Examiners fail students on
technical skills as well as demeanor.
You will face your teenager’s tears either way.
Insurance - Call your insurance
company to determine cost for coverage. Be sure to be seated when you
make this call, especially if you have a
male driver. Some companies automatically designate the newest driver
to the oldest car.
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Social Security Changes
In the summer issue of Perspectives
we discussed a few Social Security maximization strategies such as filing and
suspending or filing a restricted application. Information about these strategies has always been a popular request
because everyone wants to know their
options and best way to increase future
Social Security payments. Unfortunately the recent budget deal eliminated
most of these strategies, but there are
still exceptions worth exploring:
File and Suspend: Previously a
higher earning spouse could file for
benefits at his full retirement age and
then suspend them, allowing his spouse
to file for her spousal benefits based on
his work record. He could then later
claim his now higher benefit at age 70.
Beginning in May of 2016, if you
suspend your benefit it will also suspend the benefits of anyone collecting
on your work record, rendering this
strategy ineffective.

Claim Now, Claim Later: Previously if both spouses applied for benefits
and at least one of them was full retirement age, one spouse could restrict her
application to only receive a spousal
benefit while waiting for her own benefit to grow. Now, unless you are age
63 or older in 2016 (and therefore
grandfathered into the old system) you
will have to permanently choose either
a spousal benefit or a benefit based on
your work record. Without the ability to
switch, this strategy is also ineffective.
With the elimination of these more
complicated strategies, the decision to
file for benefits is much simpler: the
longer you delay taking benefits (up to
age 70), the more your future benefit
will increase. The decision on when to
start benefits is a uniquely personal one
that must account for the many variables in your life. Jeff can offer insights
into this decision and would love to discuss it with you at your next meeting.

Retirement Myths
We hear lots of stories about what
people believe retirement will be like.
Here are a few myths we’ve come across
over the years:
Medicare will pay for all your
health care costs. Medicare will cover
most of your healthcare expenses in retirement, but it won’t pay for all of them
so it is in your best interest to factor
healthcare spending into your retirement plan. The Employee Benefit Research Institute (EBRI) suggests that a
65-year-old man should accumulate
$68,000 to have a 50/50 chance of covering all healthcare expenses in retirement. For a 90% chance of meeting all
costs, that same 65-year-old man
should have $124,000 saved. The figures for a 65-year-old woman are even
higher - $89,000 for a 50/50 chance of
covering health care expenses in retirement and $140,000 for a 90% chance.
You will lose Social Security benefits if you work while collecting.
This myth is born out of confusion, and
understandably so. If you start your
Social Security benefits before your full

retirement age (between 66 and 67 for
most people still working), then yes, you
can have your current Social Security
benefits reduced by a formula based on
income. But even then you don’t really
lose out on your benefits because when
you do reach your full retirement age
your benefit will be readjusted based on
your previously withheld benefits. And
once you are at your full retirement age?
You can work as much as you want
without any impact on your benefit
amounts whatsoever.
People only work in retirement
because they don’t have enough
money. According to a survey from
Fidelity Investments, 61% of older
workers replied that they like their work
and 48% said having a job makes them
feel valued. Depending on your resources, plan, and personal desires, retirement can mean never working again
or it can mean working in a job that you
truly enjoy.
Your taxes will be lower. Most
retirees believe that they will spend less
in retirement and

Record Keeping
Most of us don’t love maintaining,
organizing, or purging life’s important
documents. We can come up with
hundreds of things we would rather do
than go through old statements and
tax returns. But with a little effort each
spring, you can feel better knowing
that you are organized and ready to
provide the documentation you may
need in the future.
Spring is the perfect time to undertake this ritual: we are accustomed to
spring cleaning and we often have to
access many of these documents during tax season. Many people are hesitant to dive in because they don’t know
what they should keep and what they
should shred. Here are a few guidelines to help:
Anything associated with your
tax returns: keep copies of all tax
returns, associated statements, documents, and receipts for at least 3 years.
The IRS can audit you randomly for up
to 3 years after filing. But if there is a
chance that you misreported income,
or if you claim a loss for a worthless
security or write down bad debt, hold
on to tax records for 7 years.
Tax records associated with any piece
of real property or real assets should
be kept for as long as you own the
property and for 7 years after you sell
it. This also includes records of home
improvements for tax purposes.
To be safe, we recommend that
you keep all tax-related documentation for 7 years.
For the rest of these guidelines, it is
assumed that any of these records are
not needed to support a tax return. If
they are, then refer to the above recommendation.
Keep for one year: paycheck
stubs, utility bills, bank statements,
quarterly investment statements (once
you have your annual statement, you
can get rid of quarterly statements),
credit card receipts, and canceled
checks.
Keep for five years: medical records, medical insurance.
Keep while active: contracts, insurance documents, property records,
vehicle titles, loan documents, house
(See Records on page 5)
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Financial Mistakes to Avoid at All Ages
20’s = Independence
Don’t live on plastic. Those first
paychecks encourage you to “live large”
before realizing just how far that money
has to stretch. Your salary might not
cover a new car, rent, monthly bills,
debt payments, a Caribbean vacation,
and weekly entertainment. If you use
plastic to support that lifestyle, you will
be in debt for a long time.
Do save a small portion of your paycheck each payday. This will provide
decades of compound interest.
Do educate yourself on finance.
There’s no shame in not knowing how a
mutual fund works, but there’s no excuse for overlooking free information.
Find a good financial advisor who is
willing to work with you when you have
limited money and build that relationship. At First Financial Associates we
have no investment minimum and have
no initial consultation costs, so please
let the young people in your life know
that we are here to help. It’s never too
early to plan your retirement.
30’s = Married with Mortgage
Don’t buy a house you can’t afford,
even if the bank says you can. When
lending terms are relaxed, too many
homeowners max their mortgage. This
eliminates the wiggle room needed

(Records from page 4)
hold receipts and warranties.
Never dispose: Estate planning
documents (wills & healthcare proxies), marriage licenses, divorce decrees, military discharge paperwork,
birth & death certificates, Social Security cards, adoption papers, annual investment statements.
Annual investment statements can be
important for many reasons including
proving a cost basis in an investment
to avoid paying too much tax, and to
also avoid taxes on a non-deductible
contribution in an IRA. So while it
might sound like overkill to never dispose of these annual statements, you
can avoid significant future headaches
by holding on to them (especially when
many of these companies get bought

should you get downsized or temporarily lose an income for child rearing.
Do continue to save and fully participate in office retirement plans. Take
full advantage of any match available.
You will hardly miss the extra income
and your tax burden will be reduced.
These years are complicated and it may
seem hard to find extra money, but if
you started a good savings habit in your
20’s, your account is building.
Do consider life and disability insurance. The younger and healthier you
are when you purchase life insurance,
the lower the premiums will be. Seek
out a financial advisor and tax accountant if you haven’t already. Their services will prove invaluable.
40’s = Living, not Existing
Don’t get caught in the rat race. It’s
all about big vacations, bigger homes,
and better cars. But are you disciplined
enough to pay yourself first? If you
must choose between funding children’s college accounts and your retirement, always choose your retirement.
Better yet, save for both and drive older
cars. Step up savings and investing and
be sure to work with a financial advisor
to keep your dollars working as hard as
possible. Review and make necessary
adjustments to your retirement plan.

Do protect your family. Be sure to
create a will (or trust), medical directives, and purchase life insurance.
These are your prime earning and
spending years – protect your money
and the lifestyle of your family.
50’s & 60’s = Retirement in Sight
Don’t raid your savings to pay for
children’s educations. If you don’t have
the money, your children will find affordable options. Don’t co-sign loans
for children. If they default, you are
liable for all of it.
Do pay attention to your estimated
Social Security options, consider possible retirement ages, and understand ongoing health-care costs and Medicare
coverage choices. Be realistic with your
financial advisor about retirement
goals, including income streams, living
arrangements, and legacy expectations.
Finally, make sure your investments are
more conservatively allocated to minimize risk as you age.
We enjoy making new acquaintances
and meeting potential new clients. We
would love to meet any of your friends
or family members, regardless of their
age or net worth, to offer our advice and
professional services. Please contact us
if you’d like to schedule an appointment
or make the introduction.

out or merge in the future, further
Just always remember, if you are
complicating your ability to ask for uncertain about any documents, play
historical records).
it safe and keep them.
One final note: the recommendations above are general and might not
apply to every situation. One specific
situation that can change these recommendations would be if an individual
was applying for Medicaid. When applying for Medicaid there is a five year
“lookback” period where you will need
to prove that you didn’t give away
funds or assets from any bank or investment account in the previous five
years. In this instance, if you think
there is a chance that you might apply
for Medicaid in the next ten years, it
would be in your best interest to start
keeping copies of everything and only
disposing of certain items after 5 years.
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Make Sure Your Loved Ones Are Able to Carry Out Your Wishes
Imagine this scenario: You were
responsible and conscientious enough
to go through the whole estate-planning process - a will, health-care directive, powers of attorney, you set up a
trust, and even some final wishes and
instructions. You put in all that effort
and expense and believed that you did
everything you could to help your family cope with their loss and ensure that
your final wishes are carried out.
But when the time came, no one was
sure where to find the documents. Or
some loved ones had some of the documents and a vague awareness that
you had an attorney or financial advisor that they should track down. Or
maybe you thought you were doing the
right thing by placing these documents in a safe deposit box only to find
out that once you died the bank was
forced to block access to the box.
Regardless, if the right people don’t
have access to these important docu-

ments then a lot of your efforts could
be wasted. So how do you avoid this
potential mess?
Use an online service: there are
many online services that are designed
specifically for this scenario. For example, DocuBank will store your documents securely online, allow you to
share documents, and provide you
with a card for your wallet that instructs medical professionals how
they can access your healthcare directive directly. Another site called DocSafe offers similar storage services
including secondary user names that
you can give to loved ones so they can
access your documents at a moment’s
notice.
Home safe: Online services provide the most convenience but over
time you will pay annual subscriptions
that can drive up the cost. Plus some
people will always have privacy concerns no matter how much security a

site uses. An alternative would be a
home safe – but not your average fireproof box that you slide under the bed.
Instead you should invest in a proper
safe that is bolted to the floor and is
both fireproof and waterproof. You
will need to give a copy of the combination to someone you trust in case
you are either incapacitated or die.
One final note: now that many of us
have switched to paperless billing, in
the event we become incapacitated it
is important that your designated
loved ones have the current usernames and passwords to access and
pay your bills. So whether that information is provided in a document
through your online storage account
that you’ve shared, or in a document
inside your bolted-down safe, don’t
forget to include any online account
information that loved ones will need
to either carry on or conclude your
affairs.

Medicare for Those Under 65: Medigap Eligibility Varies State-to-State
While most of us know that we are
eligible for Medicare at age 65, many
don’t know that approximately 9 million Americans under the age of 65 are
already eligible. If you are disabled and
have received Social Security Disability
Insurance for more than 24 months you
are automatically enrolled in Medicare.
Also, if you have End-Stage Renal Disease or kidney failure, you are also eligible for Medicare.
While millions of Americans under the
age of 65 are eligible for the same Medicare benefits as everyone else due to
disability, their age can become a complicating factor when considering Medicare supplemental insurance, also
known as Medigap policies. Medigap
insurance can help pay for costs that
Medicare doesn’t cover including coinsurance and deductible costs. Almost
one in four Medicare beneficiaries has a
Medigap policy.
Federal law leaves the states responsible for determining if people younger
than 65 are eligible for Medigap. Connecticut is one of the states that require
companies to offer Medigap policies to

beneficiaries under the age of 65. In 20
states and the District of Columbia,
more than 2 million people are eligible
for Medicare due to a disability but are
unable to purchase Medigap policies
due to state law. Other states have restrictions or allow companies to charge
higher premiums, often making them
unaffordable. In California, Massachusetts, and Vermont, insurers are required to sell Medigap policies to
Medicare beneficiaries under the age of
65 unless they have End-Stage Renal
Disease.
This crazy patchwork of regulations
that vary from state to state can have a
significant impact on the cost and quality of care for Medicare beneficiaries
under the age of 65. A Kaiser Health
News investigation relayed the story of
Danny Thompson, a 53-year-old Californian with kidney failure. Thompson
is eligible for, and has, Medicare coverage but because he can’t purchase Medigap coverage due to California state law,
he doesn’t have enough money for the
kidney transplant and follow-up drugs.
Medicare typically covers 80% of medi-

cal costs, but when according to the
American Kidney Fund a kidney transplant costs an average of $262,000, that
leaves a major financial burden for the
patient. That figure doesn’t include the
$2,000 - $4,000 in monthly costs for
follow-up drugs.
Thompson is unable to get a different
type of health insurance policy because
he is eligible for Medicare, which automatically makes him ineligible for insurance policies on the exchange. His
moderate household income prevents
him from qualifying for the needed assistance. Sadly, he could qualify if he
divorced his wife but has no plans to do
so. Thompson’s case is a powerful reminder that rules, laws, and regulations
have real consequences. With up to 2
million Americans living in states that
don’t require insurers to offer Medigap
policies to Medicare beneficiaries under
the age of 65, there are even more people caught in similar situations. If you
or a loved one is struggling with complicated Medicare and Medigap rules,
please don’t hesitate to ask us for a referral.
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Where Do My Tax Dollars Go? Breaking Down the Federal Budget

According to the non-partisan Congressional Budget Office (CBO) the federal government spent $3.7 trillion on
revenues of $3.2 trillion in 2015, leading to a deficit of $439 billion. Every
year that the federal budget runs a deficit, that number is then added onto the
existing national debt which currently
sits at just over $19 trillion.
Federal Revenues
Before discussing where tax dollars go,
let’s look at where federal revenues
come from. The obvious answer is federal income taxes, of which $1.5 trillion
was collected in 2015 and was 47% of all
revenues. The next largest component
was payroll taxes such as Social Security
and Medicare with almost $1.1 trillion,
followed by corporate income taxes of
$344 billion. Various other revenues
such as excise taxes, estate taxes, customs duties, Federal Reserve earnings,
etc. comprised the remaining $299 billion.
Federal Spending
So where did the $3.7 trillion go? $2.3
trillion, or 62% of all federal government spending, went to what is technically considered “mandatory spending.”
“Mandatory spending” programs include Social Security ($882 billion or
24%), Medicare ($539 billion or 15%,
after accounting for premiums that offset the cost), Medicaid ($350 billion or
9%), and then $350 billion (or 14%) for

other programs such as tax credits,
SNAP, unemployment, federal civilian
and military retirement, veterans’ benefits, and supplemental security income.
All of these programs are considered
mandatory spending because they do
not require an annual appropriations
bill but are instead instituted through
existing laws.
Another $1.2 trillion, or 32% of all
federal government spending, went to
“discretionary spending” programs.
These programs require an annual appropriations bill to fund and include
defense ($582 billion or 16%) and nondefense spending ($583 billion or 16%).
Non-defense spending includes a wide
variety of programs including education
($89 billion or 2.4%), transportation
($88 billion or 2.4%), veterans’ benefits
not part of mandatory spending ($68
billion or 1.8%) and so on.
The final $224 billion is interest on the
national debt. That’s right, 6% of all
federal government spending in 2015
was spent on interest on the national
debt. This portion of the federal budget
bears watching in the future as interest
rates rise on an ever increasing debt
amount.
Deficits and the National Debt
As we already mentioned, every year
that the federal government runs a deficit, they are forced to borrow money
and that amount is then added to the

national debt. That means the national
debt grew by at least $439 billion in
2015 and is currently a number so large
that it is difficult for us to comprehend:
$19 trillion.
A deficit of $439 billion seems huge,
and it is, but it is useful to keep it in
perspective. $439 billion today is different than $439 billion thirty years
ago. Also, the economy has grown over
time as well.
Therefore, if you want to find out
where our current deficit compares historically, it is useful to calculate the deficit as a percentage of the national Gross
Domestic Product (GDP), which one of
the figures used to estimate the value of
the U.S. Economy.
The CBO calculated 2015’s deficit to
be 2.5% of GDP which is slightly lower
than the 2.8% average of the past 50
years. This is after several years of
above-average deficits which helped increase the national debt.
Since
9/30/2000 the debt has increased from
$5.7 trillion to the current $19 trillion.
That includes both a Republican ($5.7
trillion to $10 trillion) and Democrat
($10 trillion to $19 trillion) president,
and both parties controlling congress.
Despite all the noise and finger-pointing, it seems like deficits and debt are a
non-partisan (or maybe bipartisan?) issue.
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Tax Report
While we already covered a wide variety of tax topics on pages 2 and 3, we
thought it would be fun to highlight a
few obscure or interesting tax deductions:
In another article we mentioned that
club memberships (or for that matter
exercise equipment for your home) are
not a qualified medical expense that can
be deducted on your taxes, but there is
an exception if your doctor has documented that your health is in jeopardy
due to your physical condition. Some
people have taken this exception even
further to deduct the cost of a swimming pool, but there are quite a few
hurdles to overcome in order to pull it
off:
First, the pool has to be deemed medically necessary by a doctor (you need to
swim laps in order to relieve arthritis
for example). Then the pool would have
to be used primarily for this purpose
and no other adequate less expensive
alternatives exist. Finally, you would
only be able to deduct any costs above
any increase in your property value.
For example, if your property value increased $5,000 because of the pool, but
it cost $20,000 to build, then you could
only deduct $15,000 (and that’s after
you meet the 10% adjusted gross income threshold mentioned in Taxes
and the Affordable Care Act on
page 2).
What if you hire a babysitter while you
volunteer for a charity? Well, that
counts as a charitable contribution.
We mentioned on page 3 that you can
deduct the expenses of a move when
you get a new job. Some of you may be
interested to learn that pet moving expenses are included.

Continuing the animal theme, if you
can prove that you have a guard animal
to protect your business property then
you are able to deduct some of the associated expenses. One junkyard was allowed to deduct the cost of cat food for
a cat that was deemed necessary to keep
the junkyard free of rats and snakes.
If your business is located in your
home and if the appearance of your
lawn is deemed relevant to the performance of your business, you can deduct
the cost of lawn care.
A parent was able to deduct the cost of
clarinet lessons because she claimed it
repaired her child’s overbite. She used
a 1962 case when an orthodontist
claimed that playing the clarinet helps
correct a child’s overbite.
It isn’t a tax deduction, but did you
know that you can receive 14 days of
rental income for your home or vacation home tax-free? Not many people
realize that they could rent out their
home while they are away, or rent out
their vacation home when not in use for
up to two weeks and not have to report
the income. In order to qualify you
would have to use the property for more
than 14 days yourself.

(Myths from page 4)

therefore lower their income and their
taxes. Unfortunately it doesn’t always
work that way. First, while some of
your expenses will decrease in retirement, you may add new expenses like
travel or vacations that result in less of
a drop than you think. Second, over
time you might qualify for fewer deductions such as mortgage interest and
have less dependents, meaning your effective tax rate might increase. Finally,
even if you move to a state with no income tax there are plenty of other taxes
that can eat into your income like higher sales and property taxes.
Many people struggle to get by in
retirement and live with regret.
According to that same Fidelity Investments survey, 82% of recent retirees
feel like they retired at the right time
and 85% say that retirement is the most
rewarding time of their life. While 36%
wish they had saved more, 79% said
that it is easier than expected to live
comfortably in retirement.
If you’re confused about anything
you’ve heard about retirement, give us a
call!

First Financial Associates, Jeff Snyder,
and Justin Kelleher do not provide tax
advice and material within this newsletter is provided for informational purposes only.
Please consult a tax
professional.
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Easter Basket Making Fun For a Great Cause

In an effort to continue our yearround charitable giving, we elected to
make Easter baskets for the children
staying at the New Horizons Domestic
Violence Shelter in Middletown, CT.
This facility serves more than a dozen
local communities as an emergency
shelter for women and children fleeing
domestic abuse. More than 1,300 wom-

en and children are served each year
just at this one location.
The shelter has been run by Community Health Center, Inc. (CHC) for over
30 years. We worked with their amazing staff to determine the gender, age,
and individual interests of each of the
children currently housed at New Horizons. We assembled and decorated

nine baskets for boys and girls ages 2 12 with donations purchased entirely by
our staff.
As we all know, it doesn’t take much to
make a difference in someone’s life. We
feel good knowing that these children
will be thrilled with The Easter Bunny
on Easter morning!

Favorite Vacation Destinations From Some Staff Members
My favorite destination is one where
the whole family can be comfortable
and relax. I have been vacationing at
Lake George in upstate New York for
years and now experience the village
through my 4 year old’s eyes. Last
summer we enjoyed mini-golf, played
at the arcades, visited Water Slide
World, swam in the lake and pool, and
pretended to like having our picture
taken with Frankenstein! The adults
like outlet shopping, craft fairs, live
music, Six Flags, and historic Fort
William Henry.
There is something affordable for
everyone to do rain or shine – much
in walking distance of the motels.
Restaurants are plentiful and accommodate all tastes and budgets – our
favorite breakfast spot is The Lone

Bull and for a splurge on dinner, it’s
The Log Jam. Lake George is my
place to unwind and recharge. It’s an
easy 3 hour drive from central Connecticut, so it’s close enough to home
but far enough to feel like a getaway.
I hope you visit soon!

My parents bought land in Martha’s
Vineyard in the late 1970’s and built a
house in the 1980’s, so I have been
visiting the Vineyard for a long time.
To me, the Vineyard has always meant
getting away with family. Now that I
have children of my own, our trips are
more meaningful than ever.
Martha’s Vineyard is known for its
beaches, lighthouses, peaceful and
quirky small towns, and attractions
such as the The Flying Horses (the

oldest operating carousel in the U.S.),
the Black Dog restaurant, and the
Gingerbread Cottages. Each town
has its own personality. For example,
Oak Bluffs has more of an urban vibe
with activities for all ages as well as a
vibrant night life. I would describe
Edgartown as “yachty” and Vineyard
Haven as a little more subdued.
If you visit late in the summer,
consider attending Grand Illumination Night (usually the 3rd Weds of
Aug) in Oak Bluffs. The Gingerbread
Cottages are adorned with colorful
Chinese and Japanese lanterns and a
community sing / concert is held at
the Tabernacle building. Also check
out the West Tisbury Agricultural Fair
around the same time. The fair features livestock, rides, games, horse
pulls, fiddling contests, and woodsmen competitions.
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(Family from page 1)

(Jeff from page 1) yield curve has
flattened, and neither mortgage rates
nor savings account or CD interest rates
have risen at all. Japan just moved to
NEGATIVE interest rates, and much of
Europe either has or will likely soon
follow suit. Federal Reserve Chairwoman Yellen herself just indicated the potential openness of our Fed to go to
negative interest rates. It boggles the
mind to think about giving money to a
bank in exchange for being CHARGED
an interest rate! Perhaps we should all
invest in physical safes, ha!
The upshot here is that U.S. bonds,
while trading at very low interest rates
historically, are FAR more attractive
than most other developed markets’
bonds, so that can continue to keep a lid
on interest rates and a corresponding
bid under bonds.
The other asset class that is showing
signs of life is gold and gold-related
stocks such as mining companies.
While my clients currently don’t have a
lot of exposure to gold, this is something that I’m now giving serious attention.
Needless to say the first two months of
2016 have been challenging. I am constantly monitoring conditions and am
looking for an opportunity to take a
partial position soon. But we will be
vigilant in our analysis and adapt our
strategies if market conditions change
substantially.
As you know, I am always available to
discuss the markets, your investment
portfolio, retirement scenarios, etc.

Who will I talk to all day? Many
people have some of their strongest
friendships at work, but those might
weaken or dissolve completely once you
stop seeing each other daily. Try to
keep work friends by perhaps establishing a monthly lunch date. At the same
time, be sure to make time for the new
acquaintances you make through hobbies or pastimes. Experts agree that it is
important not to isolate yourself or rely
solely on your spouse. Being together
24/7 will only highlight those annoying
little habits you once overlooked.
You should also identify a new purpose or expand on existing ones – become a skilled photographer, involved
grandparent, wine enthusiast, part
time worker, avid gardener, etc. These
social activities will provide the basis for
creating meaningful dialogue in and
away from the home.
Will my living arrangement
change? Whether moving across the
country or simply downsizing your
home locally, moving is stressful. Some
couples disagree about moving away
from children or grandchildren, but the
lure of a warmer climate or a better tax
environment might need to be considered. Talk honestly to your spouse and
family members about what you want –
and start those discussions years before
you retire. Mutual compromise is often
needed so that retirement is enjoyable
for everyone – this is no time to play ‘my
way or the highway.’ Also, talk with
your financial and tax professionals so
you have a full understanding of a po-

(Driver from page 3)
Ask your insurance company about deductibles, collision coverage, discounts
for multiple cars or driver’s class,
when to insure, etc. Shop around this
coverage.
The Law - Make sure your child
knows the rules – those of your state as
well as your home. Consider limited
and local driving for their first few
months, a strict no-phone policy (texts
and calls), no passengers, call when
arrive at destination, enforce family
curfews, etc.
Violating certain new driver laws can
result in a 30-day to 6-month suspension for a first offense. In Connecticut,
16- and 17-year-old drivers who drive

more than 20 mph over the speed limit
will lose their license for 60 days and
face a $175 fee and court fines. Violating your house driving rules should
have consequences as well. Once your
teenager is licensed, you are still in
charge. There are parent-child contracts available online if you’re interested.
What Will They Drive? - We tend
to place more value on things we have
to pay for, so their privilege of driving
a car should be tied to an expense. Car
payment, gas, insurance, property tax,
maintenance, and repairs should all be
taken into consideration when determining their fair contribution. Perhaps connect their access to the car

tential move – both financially and
emotionally.
Can I afford the retirement I
dreamed? When your younger self
first imagined retirement, you probably
envisioned a carefree lifestyle, limitless
income and a full social calendar in a
warm and sunny climate. That vision
has likely adjusted as the reality of your
savings habits, changing priorities,
health status and other factors surfaced.
Some workers stress so much about
choosing between their dream retirement and the prospect of outliving their
money that they think they can’t ever
retire. Do you want to be the person
who never enjoys retirement because
they are financially afraid to retire? The
key is to fully understand if and how all
of your retirement income will support
the lifestyle you desire.
Financial professionals can help you
be emotionally prepared for your financial future with free services, such as
our chosen program – eMoney. This
platform considers all your income
sources – Social Security, pensions, savings, investments, etc., – and plots realistic withdrawal amounts based on age
and growth assumptions.
This free
service can bring some peace of mind,
so don’t be afraid to ask for help.
Throughout forty years in the financial
services industry, we’ve helped thousands of clients prepare for retirement.
The earlier you start preparing emotionally as well as financially, the more
comfort you will have when your big day
arrives. And remember that just as your
work career evolved, so will your retirement!
with having a part-time job as well as
good grades, responsible behavior, etc.
Also make sure they know what to do
in an emergency situation (accident,
breakdown, police stop).
Double
check that car registration is together
with the certificate of insurance inside
the glove compartment.
Odds & Ends
• If your family carries AAA auto
insurance, some plans add your new
17-year-old driver for free for one year.
• Place a road safety kit in the trunk of
every car. Review the steps for using
jumper cables.
• Slow down - speed is the number
one cause of accidents in the United
States.
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Embracing Life’s Changes Through Community
For some inexplicable reason I
volunteered to do
the grocery shopping on a recent
Sunday. My wife
usually takes care
of this chore because she doesn’t
Justin’s Corner
trust me to do it
correctly. And she’s
right: while I am fully capable of retrieving items on a list, I tend to “freestyle”
too much and get things we don’t need
(but Ben & Jerry’s was two for $6!). Or
I will substitute something on the list
for what I “think” is a better value.
Lately I’ve taken to cheering on our Stop
& Shop brand dishwasher packs because if they don’t work, I’m in big trouble.
Again, I’m not sure why I volunteered
to go shopping, or why my wife agreed,
but I regretted the decision as soon as I
walked in the door. The store was
packed! Grocery shopping veterans are
probably chuckling right now at my naiveté, what else should I have expected
on a Sunday?
After taking a deep breath and texting
my wife to complain (Me: “There are
1,438 people here.”
Her: “Really?
There are usually 1,500!”), I was determined to make my way through the list.
I was hoping that I didn’t miss something which would force me to fight my
way upstream through this endless traffic jam of overloaded shopping carts.

My concentration level was high and I
was up to the challenge.
But I kept getting interrupted. The
first time was a wonderful woman
whom I’ve befriended over years of
coaching her son in soccer. It was a
welcome break – although I had only
been there for two minutes and was still
in the produce section – and we quickly
chatted and then moved on because
there were 1,438 people we were going
to beat to the registers.
Then I ran into a boy and his mother
from another team I coach. Another
good conversation, but now I’m falling
behind my mental schedule – I’m still in
produce! Thirty seconds later I ran into
yet another friend: one of the nicest
people I know, and we met through
coaching together. We talked about
how we couldn’t wait for the spring season to start and about some things I had
learned at a recent coaching education
conference. Another good conversation, but man, now I’m really running
behind and I think some people are
starting to pass me. Unacceptable.
Suddenly a memory caused me to
pause and smile. When I first moved to
Glastonbury from Maine eight years
ago, people would inevitably ask me
about the transition. I always answered
that I really love the opportunities in
this town, and in this state, especially
for my children, but at the same time I
will miss living in a small town. I’d go
on to explain that being a teacher meant
I met a lot of people in the community,
and I would miss going to the grocery

store and running into people I know
left and right. I loved that sense of community, and while Glastonbury is hardly a major metropolitan area, it is seven
times the population of my prior town
and I knew that it just couldn’t be the
same.
But here I am in Stop & Shop realizing
I was wrong. It took time, but I run into
people I know all the time. And while I
really wanted to get this shopping done,
those interruptions are exactly what I
want and need in my life. I had learned
a lesson, that community is what you
make of it, and that while it can take
time, you can feel a part of a community
wherever you go.
I was reminded of this lesson when I
was reading Colette’s front page article
about mentally preparing for retirement. Many of us have lived in the same
town for a long time, or have worked at
a job even longer, so retirement can
mean a change in our “community.”
That can mean moving to a new state to
get away from the weather or closer to
grandchildren. Or maybe staying in
town, but no longer having the strength
of work relationships. Regardless, we
have to figure out how we want to connect to a new community. For me,
coaching has proven an excellent way to
connect to other people and make
friends. For you it could be something
totally different, like a hobby, joining a
club, or volunteering for a cause you
believe in.
However you go about it, don’t underestimate how changes in community
and daily relationships can affect
your view on your retirement. It
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