
Your Home: 

Should You Sell  

or Refinance?

Visit nrSmith and Associates online at www.NRSmith.com

The Business Advisor and Personal Advisor are published as a service for the clients, friends and associates of nrSmith  
and Associates, PS. Recipients should not act on the information contained herein without prior professional advice.

A Semi-Annual Review of Personal Financial 

Developments from nrSmith and Associates, PS

Personal Advisor

THE

Vol. 40 • Issue 1 • Spring 2020

For most people their home is their most 
important investment and their highest 
monthly payment. This year a number 

of our clients will be debating the merits of 
refinancing or selling their house, wondering 
what the ramifications of these actions will 
be to their bottom line. Before any major 
decision is made we urge them to evaluate 
both the financial and tax consequences. 
Here are some key points to consider:

Home Sale 
The gain from a house sale is computed by 
reducing the sale price by the acquisition 
cost and selling expenses. Single taxpayers 
can exclude up to $250,000 of realized 
gain, while married, filing jointly taxpayers 
can exclude up to $500,000 of realized 
gain. Even though the gain is excluded, 
it must be reported to the IRS. If there is 
any gain over the excluded amount, it will 
be taxed at the capital gains rate. Home 

sellers must have used the home as a 
personal residence for at least 2 out of the 
last 5 years to qualify for the full exclusion.

Home Refinance
If your mail or inbox is like mine, you have 
received countless offers to refinance –
Now for the best deal ever! While it is 
true that rates are at historical lows, there 
are many things to consider before you 
refinance. The pros of refinancing can 
be to lock in a lower interest rate and 
possibly pay off your home even faster 
at a lower rate. A cash-out refinance 
can be used to lower payments on high 
interest rate debt. Additionally, owners of 
FHA loans can refinance to eliminate the 
mandatory mortgage insurance.

In most cases, refinancing will lengthen 
the time of your loan which will often lead 
to higher lifetime interest costs.

The costs of refinancing, or closing costs, 
add to the amount of the loan (no-cost 
closing programs may adjust the interest 
rate to pay for these added costs). With 
the passing of the 2017 Tax Cuts and Job 
Act there are some new tax rules that 
can limit interest deductions for cash-out 
refinancing depending on the loan size, 
added loan debt and use of the cash 
proceeds. For debt consolidation, using 
a refinance can be effective, but if used 
to incur more debt as credit limits are 
opened up, it will have not solved the 
underlying issue.

The goal of a refinance shouldn’t be to 
use your equity like an ATM, which can 
lead to more financial trouble, but rather 
to increase your financial welfare and 
security. If you have any questions, our 
staff is available to help you determine  
the best path forward.
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Income tax filing time 
is here. Look upon this 
time as an opportunity 

to take control of your 
financial life. As you 
accumulate all of your 
tax documents, it is 
a great time to ask 
yourself: “Am I getting 
the best possible life 
with the money I have?”

Ask Yourself: 

• How can I get my financial house in order?

• What are my goals and how do I accomplish them?

• How can I take some of the emotion out of my  
resource planning?

• What else do I need to know to make better decisions?

Take some time as you assemble your 2019 tax data to 
go over these thoughts. If you are a client, and we prepare 
your tax return, these are questions we want to discuss.

One of my key observations over my 50 years in practice 
is that most of our client’s issues are not about the 
financial resources that they have. The issue is how they 
employ those resources to accomplish their life goals. 

Our firm can help you in a range of topics including 
methods of organization, goal definition and 
development, adjusting to changes in life that come 
about, educating on specific financial matters and many 
other financial matters. For those who are not getting 
these services from your tax preparer / financial planner, 
you should be asking why. From our current clients who 
are using us as a resource, I want to know how we are 
doing so we can improve. 

It is human nature to procrastinate, but what is more 
critical than taking some time for personal financial 
reflection and asking: Where am I? Where do I want to 
go? How am I going to get there? With the beginning of a 
New Year and the gathering of last year’s tax information, 
let us help you take positive financial actions.
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The SECURE Act  

& Your Retirement

Effective January 1st, 2020, the Setting Every Community Up for 
Retirement Enhancement Act (SECURE Act) is the biggest change 
in retirement account legislation in over a decade. The goal of the 
bill is to make it easier for Americans to save for their retirement 
by making improvements on both the employer and individual 
programs, making plans easier to offer, increasing options within 
the plans and altering the rules for contributions and distributions. 
These changes that may affect many of our clients.

Over 40% of the American workforce is employed by small 
businesses and employees are increasingly looking at 401k plans 
as a critical employee benefit. The concern for small businesses 
is the cost, management requirements and complexity. The 
SECURE Act allows for employers to pool together in multiple 
employer plans (MEPs). This change allows small businesses to 
shift the risk of day-to-day management and to join a plan that 
fits both their and their employees’ needs. Additionally, the plan 
creates provisions for part-time workers to be eligible.

In a triumph for the insurance industry, the bill allows 
for annuities to be included as options within retirement 
plans. While the employers have a fiduciary duty to pick an 
appropriate product, there is safe-harbor language that frees 
them of liability in the case of an insurer, whose products they 
use, runs into financial trouble. The purpose of adding annuities 
is based on the merits of having some guaranteed income 
option inside retirement plans. We are cautious of the additions 
since annuities are complex investment products and making 
the wrong choice can be costly to one’s portfolio. 

While the above changes will take time to enter the marketplace 
the SECURE Act has made some major changes for our clients 
to consider immediately or in the near term. The SECURE Act 
removes the prohibition on IRA contributions after age 70 ½. 
Likewise, the age for required minimum distributions (RMDs) 

New changes to IRAs, 401(k)s, RMDs, and more



In December, nrSmith and Associates hosted 
an informative Social Security Seminar 
featuring guest speaker, Susan Campbell. As 
a retired Social Security Administrative Claims 
Representative, Susan’s 45 years of experience 
in helping people maximize their social security 
benefits gave great insight into the many 
challenges that our clients may experience.

At the forefront of her presentation were 
the challenges that the Social Security 
Administration (SSA) faces, not with 
programming, but with budget cuts curtailing 
staffing. With the push to the internet for 
information and filing, the face-to-face 
contact with a claims adjuster is nearly 
non-existent. Yet in many cases, the need 
for someone to calculate various scenarios is 
critical in determining the best path forward. 

Topics covered included when is the best time 
to start claim benefits and how to coordinate 
with a spouse and coordinating with other 
income. A question and answer period 
followed with people asking for clarification 
on the Windfall Elimination Provision (WEP), 
how the SSA measures income to determine 
benefits and how part-time work may impact 
benefits after retirements along with many 
other questions. While many rules and 
regulations were discussed, the key take 
away from this event is that to maximize your 
benefits you need to do some homework. 
Each financial situation is different and only 
looking at one’s unique information combined 
with one’s retirement goals will help create 
the scenarios needed to build and analyze the 
best pathway forward.

Maximizing 

Social Security
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from IRAs increased from age 70 ½ to 72. If you turned 70 ½ in 2019 you 
will be still need to withdraw your required minimum but if you are turning 
70 ½ in 2020, you can wait until you are 72. 
For Inherited IRAs the distribution time has been restricted from lifetime to 
10 years. Non-spouse beneficiaries must make all distributions by the end 
of the 10th calendar year following the account owner’s death. Anyone 
who inherited an individual retirement account before the end of this year 
can still draw down the account over a lifetime. The SECURE Act also 
allows parents to make penalty free IRA withdrawals in the first year of 
the birth or adoption of a child. 

To be prepared for the changes in the SECURE Act, we suggest a few 
action items. First, take a look at your beneficiaries and make sure that the 
10 year window fits within your goals. This may have a profound effect on 
children, trust accounts, and charitable giving. Next, review your future tax 
position. RMDs are expected to be a large source of government revenue 
and it may be time to adjust your plan given the rules on wealth transfer to 
your children or other parties. If you have a traditional IRA, it may be time 
to do a ROTH IRA conversion analysis to see if it is beneficial. Finally, the 
SECURE Act’s new age requirements can alter your retirement income and 
your financial plan should be updated to account for these changes. 

The SECURE Act’s full impact won’t be felt for years, but don’t wait to see 
how your financial plan needs to adjust. Making small changes today can 
save you from falling into a higher tax bracket in the future. 

Upcoming Important  

Financial Planning Dates

March 15 
• Deadline for Return of Partnership Income (Form 1065) and Income Tax 

Return for an S Corporation (Form 1120-S).

April 15 
• Deadline for Individual Income Tax Return (Form 1040), Corporation Income 

Tax (Form 1120) and Income Tax Return for Estates and Trusts (Form 1041).
• Last day to make a contribution to traditional IRA, ROTH IRA, Health Savings 

Account (HSA), SEP-IRA or solo 401(k) for the tax year 2019. (Note that for a 
SEP-IRA or solo 401(k) the funding may be Oct 15th if an extension is granted.)

• First quarter estimated tax payments are due. 

May 15 
• Deadline for Return of Organization Exempt from Income Tax (Form 990), 

based on a December 31st year-end.
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The ABC’s of Estate Planning
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Everyone, regardless of age, marital status or net worth can benefit from 
having an estate plan put together for unexpected events. AARP claims 
that over half of Americans lack basic estate planning. Here are some basic 
reasons that you should have a plan established: 
• To plan for your own needs when you may be unable  

or incapacitated to make important decisions.
• To create a plan for how your wealth and assets are to be  

distributed and to do so in a way to minimize tax consequences. 
• To build a legacy through planned charitable giving. 
• To protect your wealth or transfer it to others and future generations.

Estate planning can be a formidable task but setting a plan can make it easier 
for your family to follow your wishes and minimize future costs and conflicts. 
Four major legal documents are usually incorporated into any estate plan 
include: Will, Trust, Durable Power of Attorney for Finances, and an Advance 
Healthcare Directive.

A Will is the legal document to allow you to make key decisions on your assets, 
lets you name an executor of your estate, can establish a guardian for any 
children, gives the ability to forgive debts and more. Creating a will lets you decide 
the path forward after your death rather than follow the state mandated rules.

A Trust is a legal arrangement where property or assets are held by a third 
party for the benefit of one or more other people. Trusts are put in place to 
minimize estate taxes, avoid probate, and seamlessly transfer your assets to 
your heirs. There are many trusts to consider, a living trust, irrevocable trust, 
special need trust and many others. Your individual circumstances and wishes 
will determine what type of trust to create within your plan. 

The Durable Power of Attorney for Finances (DPA) selects someone that 
you chose to manage your finances if you are unable to do so. Without this 
document, your spouse, closest relative or companion would have to ask the 
court for the authority to act on your behalf.

The Advance Healthcare Directive allows you to put down your wishes for 
end of life care to avoid any confusion. The directive can contain information 
on the desire to be resuscitated, the use of breathing or other life maintaining 
machines, organ donation and other scenarios. The directive establishes a proxy 
who you trust to make these critical decisions when you are unable to do so.

Any estate plan needs to be reviewed periodically to make any needed 
adjustments ranging from refining your goals, a change in assets, adding or 
subtracting beneficiaries or any other matters that may need to be updated.

We provide seamless communication between CPAs and CFPs, 
securing your financial future with comprehensive financial services.

Take control of your  
finances and tax planning!
Call to schedule your appointment today!


