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

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

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

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

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

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

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

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

¹IR-2017-01, irs.gov

Page 1 of 4

https://www.irs.gov


Tax Benefits of Homeownership
Buying a home can be a major expenditure.
Fortunately, federal tax benefits are available to
make homeownership more affordable and less
expensive. There may also be tax benefits
under state law.

Mortgage interest deduction
One of the most important tax benefits of
owning a home is that you may be able to
deduct any mortgage interest you pay. If you
itemize deductions on your federal income tax
return, you can deduct the interest you pay on a
loan used to buy, build, or improve your home,
provided that the loan is secured by your home.
Up to $1 million of such "home acquisition debt"
($500,000 if you're married and file separately)
qualifies for the interest deduction.

You may also be able to deduct interest you
pay on certain home equity loans or lines of
credit secured by your home. Up to $100,000 of
such "home equity debt" (or $50,000 if your
filing status is married filing separately) qualifies
for the interest deduction. The interest you pay
on home equity debt is generally deductible
regardless of how you use the loan proceeds.
For alternative minimum tax purposes,
however, interest on home equity debt is
deductible only for debt used to buy, build, or
improve your home.

Deduction for real estate property taxes
If you itemize deductions on your federal
income tax return, you can generally deduct
real estate taxes you pay on property that you
own. For alternative minimum tax purposes,
however, no deduction is allowed for state and
local taxes, including real estate property taxes.

Points and closing costs
When you take out a loan to buy a home, or
when you refinance an existing loan on your
home, you'll probably be charged closing costs.
These may include points, as well as attorney's
fees, recording fees, title search fees, appraisal
fees, and loan or document preparation and
processing fees. Points are typically charged to
reduce the interest rate for the loan.

When you buy your main home, you may be
able to deduct points in full in the year you pay
them if you itemize deductions and meet certain
requirements. You may even be able to deduct
points that the seller pays for you.

Refinanced loans are treated differently.
Generally, points that you pay on a refinanced
loan are not deductible in full in the year you
pay them. Instead, they're deducted ratably
over the life of the loan. In other words, you can
deduct a certain portion of the points each year.
If the loan is used to make improvements to

your principal residence, however, you may be
able to deduct the points in full in the year paid.

Otherwise, closing costs are nondeductible.
They can, however, increase the tax basis of
your home, which in turn can lower your taxable
gain when you sell the property.

Home improvements
Home improvements (unless medically
required) are nondeductible. Improvements,
though, can increase the tax basis of your
home, which in turn can lower your taxable gain
when you sell the property.

Capital gain exclusion
If you sell your principal residence at a loss,
you can't deduct the loss on your tax return. If
you sell your principal residence at a gain, you
may be able to exclude some or all of the gain
from federal income tax.

Capital gain (or loss) on the sale of your
principal residence equals the sale price of your
home minus your adjusted basis in the
property. Your adjusted basis is typically the
cost of the property (i.e., what you paid for it
initially) plus amounts paid for capital
improvements.

If you meet all requirements, you can exclude
from federal income tax up to $250,000
($500,000 if you're married and file a joint
return) of any capital gain that results from the
sale of your principal residence. Anything over
those limits may be subject to tax (at favorable
long-term capital gains tax rates). In general,
this exclusion can be used only once every two
years. To qualify for the exclusion, you must
have owned and used the home as your
principal residence for a total of two out of the
five years before the sale.

What if you fail to meet the two-out-of-five-year
rule? Or you used the capital gain exclusion
within the past two years with respect to a
different principal residence? You may still be
able to exclude part of your gain if your home
sale was due to a change in place of
employment, health reasons, or certain other
unforeseen circumstances. In such a case,
exclusion of the gain may be prorated.

Other considerations
It's important to note that special rules apply in
a number of circumstances, including situations
in which you maintain a home office for tax
purposes or otherwise use your home for
business or rental purposes.

Limit on deductions

You are subject to a limit on
certain itemized deductions if
your adjusted gross income
exceeds $261,500 for single
taxpayers, $313,800 for
married taxpayers filing jointly,
$156,900 for married taxpayers
filing separately, and $287,650
for head of household
taxpayers. This limit does not
apply for alternative minimum
tax purposes, however.
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Spring Cleaning Your Finances
The arrival of spring often signifies a time of
renewal, a reminder to dust off the cobwebs
and get rid of the dirt and grime that have built
up throughout the winter season. And while
most spring cleaning projects are likely focused
on your home, you could take this time to
evaluate and clean up your personal finances
as well.

Examine your budget..and stick with it
A budget is the centerpiece of any good
personal financial plan. Start by identifying your
income and expenses. Next, add them up and
compare the two totals to make sure you are
spending less than you earn. If you find that
your expenses outweigh your income, you'll
need to make some adjustments to your budget
(e.g., reduce discretionary spending).

Keep in mind that in order for your budget to
work, you'll need to stick with it. And while
straying from your budget from time to time is to
be expected, there are some ways to help
make working within your budget a bit easier:

• Make budgeting a part of your daily routine
• Build occasional rewards into your budget
• Evaluate your budget regularly and make

changes if necessary
• Use budgeting software/smartphone

applications

Evaluate your financial goals
Spring is also a good time to evaluate your
financial goals. Take a look at the financial
goals you've previously set for yourself — both
short and long term. Perhaps you wanted to
increase your cash reserve or invest more
money toward your retirement. Did you
accomplish any of your goals? If so, do you
have any new goals you now want to pursue?
Finally, have your personal or financial
circumstances changed recently (e.g.,
marriage, a child, a job promotion)? If so, would
any of these events warrant a reprioritization of
some of your existing financial goals?

Review your investments
Now may be a good time to review your
investment portfolio to ensure that it is still on
target to help you achieve your financial goals.
To determine whether your investments are still
suitable, you might ask yourself the following
questions:

• Has my investment time horizon recently
changed?

• Has my tolerance for risk changed?
• Do I have an increased need for liquidity in

my investments?

• Does any investment now represent too large
(or too small) a part of my portfolio?

All investing involves risk, including the possible
loss of principal, and there can be no
assurance that any investment strategy will be
successful.

Try to pay off any accumulated debt
When it comes to personal finances, reducing
debt should always be a priority. Whether you
have debt from student loans, a mortgage, or
credit cards, have a plan in place to pay down
your debt load as quickly as possible. The
following tips could help you manage your debt:

• Keep track of your credit card balances and
be aware of interest rates and hidden fees

• Manage your payments so that you avoid late
fees

• Optimize your repayments by paying off
high-interest debt first

• Avoid charging more than you can pay off at
the end of each billing cycle

Take a look at your credit history
Having good credit is an important part of any
sound financial plan, and now is a good time to
check your credit history. Review your credit
report and check for any inaccuracies. You'll
also want to find out whether you need to take
steps to improve your credit history. To
establish a good track record with creditors,
make sure that you always make your monthly
bill payments on time. In addition, you should
try to avoid having too many credit inquiries on
your report (these are made every time you
apply for new credit). You're entitled to a free
copy of your credit report once a year from
each of the three major credit reporting
agencies. Visit annualcreditreport.com for more
information.

Assess tax planning opportunities
The return of the spring season also means
that we are approaching the end of tax season.
Now is also a good time to assess any tax
planning opportunities for the coming year. You
can use last year's tax return as a basis, then
make any anticipated adjustments to your
income and deductions for the coming year.

Be sure to check your withholding — especially if
you owed taxes when you filed your most
recent tax return or you were due a large
refund. If necessary, adjust the amount of
federal or state income tax withheld from your
paycheck by filing a new Form W-4 with your
employer.
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IMPORTANT DISCLOSURES

Cooper Financial Services, Inc. does
not provide investment, tax, or legal
advice. The information presented
here is not specific to any individual's
personal circumstances. Securities
offered through our affiliate
Broker/Dealer, CFS Securities, Inc.,
Member FINRA & SIPC.

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.

How can I prepare financially for stormy weather?
Floods, tornadoes, torrential
rain, lightning, and hail are
common events in many parts
of the country during the
spring and may result in

widespread damage. Severe weather often
strikes with little warning, so take measures
now to protect yourself and your property.

Review your insurance coverage. Make sure
your homeowners and auto insurance coverage
is sufficient. While standard homeowners
insurance covers losses from fire, lightning, and
hail, you may need to buy separate coverage
for hurricanes, floods, earthquakes, and other
disasters. Consult your insurer or insurance
professional, who can help determine whether
you have adequate coverage for the risks you
face.

Create a financial emergency kit. Collect
financial records and documents that may help
you recover more quickly after a disaster. This
kit might contain a list of key contacts and
copies of important documents, including
identification cards, birth and marriage
certificates, insurance policies, home
inventories, wills, trusts, and deeds. Make sure
your kit is stored in a secure fireproof and

waterproof container that is accessible and
easy to carry. The Emergency Financial First
Aid Kit, available online at ready.gov, offers a
number of checklists and forms that may help
you prepare your own kit, as well as tips to
guide you through the process.

Protect your assets. Take some
commonsense precautions to safeguard your
home, vehicles, and other possessions against
damage. For example, to prepare for a possible
power outage, you might want to install an
emergency generator and a sump pump with a
battery backup if you have a basement or
garage that is prone to flooding. Inspect your
yard and make sure you have somewhere to
store loose objects (e.g., grills and patio
furniture) in a hurry, cut down overhanging tree
limbs, and clean your gutters and down spouts.
Check your home's exterior, too, to make sure
that your roof and siding are in good condition,
and invest in storm windows, doors, and
shutters. In addition, make sure you know how
to turn off your gas, electricity, and water
should an emergency arise. And if you have a
garage, make sure your vehicles are parked
inside when a storm is imminent.

Are you ready to retire?
Here are some questions to
ask yourself when deciding
whether or not you are ready
to retire.

Is your nest egg adequate?

It may be obvious, but the earlier you retire, the
less time you'll have to save, and the more
years you'll be living off your retirement
savings. The average American can expect to
live past age 78.* With future medical advances
likely, it's not unreasonable to assume that life
expectancy will continue to increase. Is your
nest egg large enough to fund 20 or more years
of retirement?

When will you begin receiving Social
Security benefits?

You can receive Social Security retirement
benefits as early as age 62. However, your
benefit may be 25% to 30% less than if you
waited until full retirement age (66 to 67,
depending on the year you were born).

How will retirement affect your IRAs and
employer retirement plans?

The longer you delay retirement, the longer you
can build up tax-deferred funds in traditional
IRAs and potentially tax-free funds in Roth

IRAs. Remember that you need taxable
compensation to contribute to an IRA.

You'll also have a longer period of time to
contribute to employer-sponsored plans like
401(k)s — and to receive any employer match or
other contributions. (If you retire early, you may
forfeit any employer contributions in which
you're not fully vested.)

Will you need health insurance?

Keep in mind that Medicare generally doesn't
start until you're 65. Does your employer
provide post-retirement medical benefits? Are
you eligible for the coverage if you retire early?
If not, you may have to look into COBRA or an
individual policy from a private insurer or the
health insurance marketplace — which could be
an expensive proposition.

Is phasing into retirement right for you?

Retirement need not be an all-or-nothing affair.
If you're not quite ready, financially or
psychologically, for full retirement, consider
downshifting from full-time to part-time
employment. This will allow you to retain a
source of income and remain active and
productive.
* NCHS Data Brief, Number 267, December 2016
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