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Tax filing season is
here again. If you
haven't done so
already, you'll want
to start pulling things
together — that
includes getting your
hands on a copy of
your 2018 tax return
and gathering W-2s,
1099s, and
deduction records. You'll need these records
whether you're preparing your own return or
paying someone else to prepare your tax return
for you.

Don't procrastinate
The filing deadline for individuals is generally
Wednesday, April 15, 2020.

Filing for an extension
If you don't think you're going to be able to file
your federal income tax return by the due date,
you can file for and obtain an extension using
IRS Form 4868, Application for Automatic
Extension of Time to File U.S. Individual
Income Tax Return. Filing this extension gives
you an additional six months (to October 15,
2020) to file your federal income tax return. You
can also file for an extension electronically —
instructions on how to do so can be found in the
Form 4868 instructions.
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Note: Special rules apply if you're living outside
the country or serving in the military and on
duty outside the United States. In these
circumstances, you are generally allowed an
automatic two-month extension (to June 15,
2020) without filing Form 4868, though interest
will be owed on any taxes due that are paid
after the April filing due date. If you served in a
combat zone or qualified hazardous duty area,
you may be eligible for a longer extension of
time to file.

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

Expecting a refund?
The IRS is stepping up efforts to combat
identity theft and tax refund fraud. New, more
aggressive filters that are intended to curtail
fraudulent refunds may inadvertently delay
some legitimate refund requests. In fact, the
IRS is now required to hold refunds on all tax
returns claiming the earned income tax credit or
the additional child tax credit until at least
February 15.

Filing for an automatic extension does not
provide any additional time to pay your tax.
When you file for an extension, you have to
estimate the amount of tax you will owe and
pay this amount by the April filing due date. If
you don't pay the amount you've estimated, you Most filers, though, can expect a refund check
may owe interest and penalties. In fact, if the
to be issued within 21 days of the IRS receiving
IRS believes that your estimate was not
a tax return.
reasonable, it may void your extension.
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The SECURE Act Offers New Opportunities for Individuals and
Businesses
The SECURE Act (Setting Every Community
Up for Retirement Enhancement Act) is major
legislation that was passed by Congress as part
of a larger spending bill and signed into law by
the president in December. Here are a few
provisions that may affect you. Unless
otherwise noted, the new rules apply to tax or
plan years starting January 1, 2020.

pay (the previous cap was 10% of pay).
Employees will have the opportunity to opt out
of the increase.

Small employers may also benefit from new tax
credit incentives. The tax credit that small
businesses may take for starting a new
retirement plan has increased. Employers may
now take a credit equal to the greater of (1)
$500 or (2) the lesser of (a) $250 times the
If you're still saving for retirement
number of non-highly compensated eligible
To address increasing life expectancies, the
employees or (b) $5,000. The previous
new law repeals the prohibition on contributions
maximum credit amount allowed was 50% of
to a traditional IRA by someone who has
startup costs up to a maximum of $1,000 (i.e., a
reached age 70½. Starting with 2020
$500 maximum credit).
contributions, the age limit has been removed,
In addition, a new tax credit of up to $500 is
but individuals must still have earned income.
available to employers that launch a new
If you're not ready to take required
SIMPLE IRA or 401(k) plan with automatic
minimum distributions
enrollment.
Individuals can now wait until age 72 to take
These credits are available for three years, and
required minimum distributions (RMDs) from
employers that qualify may claim both credits.
traditional, SEP, and SIMPLE IRAs and
*There are generally fees and expenses
retirement plans instead of taking them at age
associated with 529 savings plan participation.
70½. (Technically, RMDs must start by April 1
Investments may lose money or not perform
of the year following the year an individual
well enough to cover college costs as
reaches age 72 or, for certain employer
retirement plans, the year an individual retires, anticipated. Investment earnings accumulate on
a tax-deferred basis, and withdrawals are
if later).
tax-free if used for qualified higher-education
If you're adding a child to your family
expenses. For withdrawals not used for
qualified higher-education expenses, earnings
Workers can now take penalty-free early
withdrawals of up to $5,000 from their qualified may be subject to taxation as ordinary income
retirement plans and IRAs to pay for expenses and possibly a 10% federal income tax penalty.
Discuss the tax implications of a 529 savings
related to the birth or adoption of a child.
plan with your legal and/or tax advisors; these
(Regular income taxes still apply.)
can vary significantly from state to state. Most
If you're paying education expenses
states offer their own 529 plans, which may
Individuals with 529 college savings plans may provide advantages and benefits exclusively for
residents and taxpayers, including financial aid,
now be able to use account funds to help pay
scholarship funds, and protection from
off qualified student loans (a $10,000 lifetime
limit applies per beneficiary or sibling). Account creditors.
funds may also be used for qualified
Before investing in a 529 savings plan, consider
higher-education expenses for registered
the investment objectives, risks, charges, and
apprenticeship programs. Distributions made
expenses carefully. Obtain the official
after December 31, 2018, may qualify.*
disclosure statements and applicable
prospectuses — which contain this and other
If you're working part-time
information about the investment options,
Part-time workers who log at least 500 hours in underlying investments, and investment
three consecutive years must be allowed to
company — from your financial professional.
participate in a company's elective deferral
Read these materials carefully before investing.
retirement plan. The previous requirement was
1,000 hours and one year of service. The new
rule applies to plan years beginning on or after
January 1, 2021.

If you're an employer offering a
retirement plan
Employers that offer plans with an automatic
enrollment feature may automatically increase
employee contributions until they reach 15% of
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Closing Gaps in Your Insurance Coverage
Buying insurance is about sharing or shifting
risk, but you may think you're covered for
specific losses when, in fact, you're not. Here
are some common coverage gaps to consider
when reviewing your own insurance coverage.

Life insurance
In general, you want to have enough life
insurance coverage (when coupled with
savings and income) to allow your family to
continue living the lifestyle to which they're
accustomed. But changing circumstances may
leave a gap in your life insurance coverage.

To help avoid these gaps in coverage, review
your policy annually with your insurer. Also pay
attention to notices you may receive. What may
look like boilerplate language could actually be
significant changes to your coverage. Don't rely
on your interpretations — ask for an explanation
from your insurer or agent.

Auto insurance

Which drivers and what vehicles are covered by
your auto insurance? Most policies provide
coverage for you and family members residing
with you, but it's not always clear-cut. For
For example, if you have life insurance through instance, a child who is living in a college dorm
is probably covered, but a child who lives in an
your employer, a job change could affect your
coverage. Your new employer may not offer the off-campus apartment might be excluded from
coverage. If you and your spouse divorce,
same amount of insurance, or the policy
which policy insures your children, particularly if
provisions may differ. Review your income,
savings, and expenses annually to help ensure they are living with each parent at different
times of the year? Notify your insurer about any
that the amount of life insurance you have
change in living arrangements to avoid a gap in
matches your needs.
coverage.

Homeowners insurance

It may not be clear from reading your
homeowners policy which perils are covered
and how much damage will be paid for. It's
important to know what your homeowners
policy covers and, more important, what it
doesn't cover.
You might think your insurer would pay the full
cost to replace your home if it were destroyed
by a covered occurrence. But many policies
place a cap on replacement cost up to the face
amount stated on the policy. You may want to
check with a building contractor to get an idea
of the replacement cost for your home, then
compare it to your policy to be sure you have
enough coverage.
Even if your policy states that "all perils" are
covered, most policies carve out many
exceptions or exclusions to this general
provision. For example, damage caused by
floods, earthquakes, and hurricanes may be
covered only by special addendums to your
policy, or in some cases by separate insurance
policies altogether. Also, your insurer may not
cover the extra cost of rebuilding attributable to
more stringent building codes, or your policy
may limit how much and how long it will pay for
temporary housing while repairs are made.

Other gaps include no coverage for damaged
batteries, tires, and shocks. And you might not
be covered for stolen or damaged mobile
phones or other electronic devices. Your policy
may also limit the amount paid for a rental while
your vehicle is being repaired.
In fact, insurance coverage for rental cars may
also pose a problem. For instance, your own
collision coverage may apply to the rental car
you're driving, but it may not pay for all the
damage alleged by a rental company, such as
loss of use charges. If you're leasing a car long
term, your policy may cover the replacement
cost only if the car is a total loss or is stolen.
But that amount may not be enough to pay for
the outstanding balance of your lease. Gap
insurance can cover any difference between
what your insurer pays and the balance of your
lease.
Policy terms and conditions aren't always easily
understood, and you may not be sure what's
covered until it's time to file a claim. So review
your insurance policy to help ensure you've
filled all the gaps in your coverage.
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Investment advice offered through
PFS Partners, LLC, a Registered
Investment Advisor.
The opinions voiced in this material
are for general information only
and are not intended to provide
specific advice or
recommendations for any
individual. To determine which
investment(s) may be appropriate
for you, consult your financial
advisor prior to investing. All
performance referenced is
historical and is no guarantee of
future results. All indices are
unmanaged and cannot be
invested into directly.
The information provided is not
intended to be a substitute for
specific individualized tax planning
or legal advice. We suggest that
you consult with a qualified tax or
legal advisor.

What are the advantages and disadvantages of owning
a franchise?
Owning a franchise can be a
great way to break into the
world of entrepreneurship.
However, franchising isn't for
everyone. It's best to review the possible pros
and cons of franchising before making any
commitments.

advantage of professionally created
campaigns launched by the franchisor.
• Financial help. Some franchisors will provide
assistance to new franchisees in securing
financing.
Potential disadvantages

• Fees. In addition to the upfront franchise fee,
there may be ongoing royalties and, as
Mentorship. Most franchisors offer some
mentioned earlier, advertising fees, which are
managerial coaching to new franchisees.
typically required even if you don't like or
Trusted brand and/or product or service.
want to utilize the campaigns.
Many franchises offer a brand and/or product • Control. You will generally have to abide by
or service that is typically recognized by your
the many restrictions set by the franchisor.
target market.
These can affect operations, types of goods
Time-tested operating system. With the
sold, vendor relationships, marketing
purchase of a franchise comes an operating
strategies, geographic location, and even
system that ideally has been tried and proven
website content/presence, among other key
through the years.
management decisions.
Group purchasing power. Most franchisors • Renewal policies. Franchises are generally
have contracts with suppliers, providing the
governed under a contract with an end date,
cost benefits of buying in bulk.
and franchisors may choose not to renew at
the time of expiration or may decide to raise
Advertising and marketing. After paying a
fees or impose new restrictions upon
small percentage of gross profits to the
renewal.
franchisor, franchisees can usually take

Potential advantages
•
•

•

•

•
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