Financial Fitness
Duncklee & Nott Monthly Newsletter
Five Things to Know Before Becoming a Landlord
Duncklee & Nott
Kenneth Nott, CFP®, AIF®, CFS
19 Central Street
Hallowell, ME 04347
207-622-5222
877-582-2835
ken@dnretire.com
www.dnretire.com

Increased cash flow,
property appreciation,
and tax benefits are three
major reasons why
people want to own rental
properties. But being a
landlord takes time and
money, so before you
purchase an investment
property or rent out your own home, make sure
you understand what's involved.

1. Basic duties of a landlord
Greetings!
The tax deadline is almost here!
Make sure you file or file an
extension. There is also still time for
those last minute IRA, Roth IRA, and
SEP IRA contributions.
We hope everyone is enjoying the
warmer weather and wish everyone
a happy Easter. Enjoy this month's
articles and feel free to reach out
with any questions!
Ken, Megan, Sharon, Angela, and
Derek
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Your rental property is a business, and being a
landlord comes with a great deal of financial
and legal responsibility. Some of the major
duties of a landlord include:
• Finding responsible tenants. This includes
advertising and showing your property, and
screening applicants.
• Preparing and executing a lease. The
lease, or rental agreement, must conform to
legal requirements, and include information
such as the lease period, rent amount, and
tenant names, and must specify lease terms
and conditions.
• Maintaining the property. Your property
must be safe and fit to live in, and must
comply with all health and building codes.
You may need to be available at all hours to
respond to urgent tenant issues.
• Collecting rent. There may be periods when
the property is vacant or your tenant hasn't
paid the rent on time, so make sure you're
prepared for the financial ramifications.

must comply with this Act if you run consumer
reports such as background checks or credit
reports when screening potential tenants or
making decisions about current tenants.

3. Insurance requirements
Contact your insurance company to find out
what type of insurance you need to cover your
rental property. You may need a landlord or
rental dwelling policy that covers damage to the
home's structure, and that provides liability
coverage to protect against legal fees and
medical costs in the event your tenant or
someone else is hurt on the property.

4. Keeping records
Keeping good records is essential. Having
accurate maintenance and repair records will
substantiate that you've fully addressed
property issues in the event of a dispute with a
tenant. Other important documentation includes
legally required records such as
move-in/move-out inspections and security
deposit receipts, and supporting documents for
rental income and expenses that will be
especially important at tax time.

5. How to get help
There's no doubt that being a landlord is a lot of
work. Fortunately, professional help is
available.

Hiring a property management company may
be a good option when you don't have the time
or the expertise to manage your property
directly, or when you live out of town. A
property manager can handle all the details and
legal requirements of renting out your property.
2. Rental laws
Of course, this know-how comes at a cost, but
Each state has its own laws designed to protect it may be well worth it if you want to minimize
the interests of both landlords and tenants.
the risks and maximize the rewards of being a
These laws cover many areas, including
landlord.
security deposits, how and when you can
You may also need the advice of an attorney
access the property, and what rights each party and a tax professional who can help you
has. Local laws may also apply.
navigate the complexities of owning rental
You'll also need to adhere to federal laws
property.
governing housing and discrimination. One of
these laws is the Fair Housing Act that prohibits
discrimination due to race, color, national origin,
religion, sex, familial status, and disability.
Another is the Fair Credit Reporting Act. You
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How Does Your Employer's Retirement Plan Compare?
Each year, the Plan Sponsor Council of
America (PSCA) surveys employers to gauge
trends in retirement plan features and
participation. Results are used by employers
and plan participants to benchmark their plans
against overall averages. How does your plan
compare to the most recent survey results,
released at the end of 2018?1

Participation and savings rates

To compare your plan's
offerings and features with
those described in this
article, review your plan
materials or ask your
Human Resources
Department for its Summary
Plan Description.
Diversification is a strategy
that helps manage
investment risk; it does not
guarantee a profit or protect
against investment loss.
Mutual funds and target-date
funds are sold by
prospectus. Please consider
the investment objectives,
risks, charges, and
expenses carefully before
investing. The prospectus,
which contains this and
other information about the
investment company, can be
obtained from the fund
company or your financial
professional. Be sure to
read the prospectus
carefully before deciding
whether to invest.

Plan participation (that is, the percentage of
participants contributing to the plan) was on the
rise, increasing from 77% in 2010 to 85% in
2017. Employees in the financial, insurance
and real estate, manufacturing, and technology
and telecommunications sectors were most
likely to contribute (more than 85% of eligible
employees), while those in the transportation,
utility, and energy sectors (75.6%) and
wholesale distribution and retail trade sectors
(59.7%) were least likely.

Investment options
When it comes to your retirement plan, how
many options would you prefer on your
investment menu? Too few funds could limit the
opportunity for an appropriate level of
diversification, while too many funds might
cause an overwhelming decision-making
process. So what's the "right" number?
According to an article in InvestmentNews, an
appropriate number of investment options
(typically mutual funds) is 15 to 20.2 And
according to the PSCA, employers seem to be
following this guideline, as the average number
of funds offered among survey respondents
was 20.

The most common types of funds offered were
indexed domestic equity funds (84.6% of
plans), followed by actively managed domestic
equity funds (83.6%), actively managed
domestic bond funds (78.9%), and actively
The average amount participants contributed to managed international/global equity funds
their plans rose from 6.2% of salary in 2010 to (77.9%). Target-date funds — those that offer a
7.1% in 2017. Participants in the health-care
diversified mix of different types of investments
sector contributed the most (8.7%), while those based on a participant's target retirement date —
in durable goods manufacturing contributed the were offered in 70.6% of plans.
least (6.3%).
Overall, the two most popular types of funds,

Roth option on the rise
Roth contributions are growing in popularity
among 401(k) plans. Unlike traditional pre-tax
contributions that are deducted from a
paycheck before income taxes are assessed,
Roth contributions are made in after-tax dollars.
The primary benefit is that "qualified"
withdrawals from a Roth account are tax-free. A
withdrawal is qualified if the account has been
held for at least five years and it has been
made after the participant reaches age 59½,
dies, or becomes disabled.

based on percentage of assets invested, were
target-date funds and actively managed
domestic equity funds.3
1

PSCA, 61st Annual Survey

2

InvestmentNews, February 16, 2018

3

The return and principal value of mutual funds
fluctuate with market conditions. Shares, when sold,
may be worth more or less than their original cost. A
bond fund is a mutual fund that comprises mostly
bonds and other debt instruments. The mix of bonds
depends on each fund's focus and stated objectives.
Bond funds are subject to the same inflation, interest
rate, and credit risks as their underlying bonds. As
The percentage of plans allowing participants to interest rates rise, bond prices typically fall, which can
make Roth contributions rose from 45.5% in
adversely affect a bond fund's performance. Investing
2010 to nearly 70% in 2017. Almost 20% of
internationally carries additional risks such as
differences in financial reporting, currency exchange
eligible employees made Roth contributions.
risk, as well as economic and political risk unique to
Company contributions
the specific country; this may result in greater share
price volatility. The target date is the approximate
Nearly all employers surveyed contributed to
date when an investor plans to withdraw money. The
their employees' plans through matching
mix of investments in the target-date fund becomes
contributions, non-matching contributions, or a more conservative as the date grows closer. The
combination of both. And it appears that
further away the date, the greater the risks the fund
employers have become more generous over
usually takes. The principal value is not guaranteed at
time, as the average company contribution rose any time, including on or after the target date. There
from 3.5% in 2010 to 5.1% in 2017. Moreover, is no guarantee that a target-date fund will meet its
many employers impose a vesting schedule on stated objectives. It is important to note that no two
target-date funds with the same target date are alike.
their contributions through which plan
participants earn the right to keep the company Typically, they won't have the same asset allocation,
contributions over time. In 2017, less than 40% investment holdings, turnover rate, or glide path.

of companies allowed their employees to
become immediately vested in the company
contributions.
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Rules on Opening a 529 Plan Account for College
Year over year, participation in 529 plans
continues to rise.1 Anyone can open an
account, lifetime contribution limits are typically
over $300,000, and there are tax benefits if the
funds are used for college. Here are some
common questions on opening an account.

Can I open an account in any state's
529 plan or am I limited to my own
state's plan?

529 plan assets reach $333
billion
Assets in 529 plans reached
$333 billion as of September
2018 — $310 billion (93%) in
college savings plans and $23
billion (7%) in prepaid tuition
plans.
Source: Strategic Insight, 529
Data Highlights, 3Q 2018
Note: Investors should
consider the investment
objectives, risks, charges, and
expenses associated with 529
plans before investing. More
information is available in each
issuer's official statement and
applicable prospectuses, which
contain this and other
information about the
investment options, underlying
investments, and investment
company, and should be read
carefully before investing. Also
consider whether your state
offers a 529 plan that provides
residents with favorable state
tax benefits and other benefits,
such as financial aid,
scholarship funds, and
protection from creditors. As
with other investments, there
are generally fees and
expenses associated with
participation in a 529 plan.
There is also the risk that the
investments may lose money
or not perform well enough to
cover college costs as
anticipated.

Answer: It depends on the type of 529 plan
you have: college savings plan or prepaid
tuition plan. With a college savings plan, you
open an individual investment account and
direct your contributions to one or more of the
plan's investment portfolios. With a prepaid
tuition plan, you purchase education credits at
today's prices and redeem them in the future for
college tuition. Forty-nine states (all but
Wyoming) offer one or more college savings
plans, but only a few states offer prepaid tuition
plans.

plan account with State A and State B for the
same beneficiary, or you could open a college
savings plan account and a prepaid tuition plan
account with State A for the same beneficiary.
But you can't open two college savings plan
accounts in the same 529 plan in State A for
the same beneficiary.
Also keep in mind that if you do open multiple
529 accounts for the same beneficiary, each
plan has its own lifetime contribution limit, and
contributions can't be made after the limit is
reached. Some states consider the accounts in
other states to determine whether the limit has
been reached. For these states, the total
balance of all plans (in all states) cannot
exceed the maximum lifetime contribution limit.

Can I open a 529 account in anticipation
of my future grandchild?

Answer: Technically, no, because the
beneficiary must have a Social Security
number. But you can do so in a roundabout
way. First, you'll need to open an account and
529 college savings plans are typically
name as the beneficiary a family member who
available to residents of any state, and funds
will be related to your future grandchild. Then
can be used at any accredited college in the
United States or abroad. But 529 prepaid tuition when your grandchild is born, you (the account
plans are typically limited to state residents and owner) can change the beneficiary to your
grandchild. Check the details carefully of any
apply to in-state public colleges.
plan you're considering because some plans
Why might you decide to open an account in
may impose age restrictions on the beneficiary,
another state's 529 college savings plan? The
such as being under age 21. This may pose a
other plan might offer better investment options,
problem if you plan to name your adult son or
lower management fees, a stronger investment
daughter as the initial beneficiary.
track record, or better customer service. If you
decide to go this route, keep in mind that some What happens if I open a 529 plan in
states may limit certain 529 plan tax benefits,
one state and then move to another
such as a state income tax deduction for
state?
contributions, to residents who join the in-state
Answer: Essentially, nothing happens if you
plan.
have a college savings plan. But most prepaid
Is there an age limit on who can be a
tuition plans require that either the account
beneficiary of a 529 account?
owner or the beneficiary be a resident of the
state operating the plan. So if you move to
Answer: There is no beneficiary age limit
another state, you may have to cash in the
specified in Section 529 of the Internal
prepaid tuition plan.
Revenue Code, but some states may impose
one. You'll need to check the rules of each plan
you're considering. Also, some states may
require that the account be in place for a
specified minimum length of time before funds
can be withdrawn. This is important if you
expect to make withdrawals quickly because
the beneficiary is close to college age.

If you have a college savings plan, you can
simply leave the account open and keep
contributing to it. Alternatively, you can switch
529 plans by rolling over the assets from that
plan to a new 529 plan. You can keep the same
beneficiary when you do the rollover (under IRS
rules, you're allowed one 529 plan
same-beneficiary rollover once every 12
Can more than one 529 account be
months), but check the details of each plan for
opened for the same child?
any potential restrictions. If you decide to stay
Answer: Yes. You (or anyone else) can open
with your original 529 plan, just remember that
multiple 529 accounts for the same beneficiary, your new state might limit any potential 529
as long as you do so under different 529 plans plan tax benefits to residents who participate in
(college savings plan or prepaid tuition plan).
the in-state plan.
For example, you could open a college savings 1 Strategic Insight, 529 Data Highlights, 3Q 2018
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Securities and Advisory services
offered through Commonwealth
Financial Network, Member FINRA,
SIPC, a Registered Investment
Adviser.
Fixed insurance products and
services offered by Duncklee &
Nott are separate and unrelated to
Commonwealth.
Duncklee & Nott does not provide
legal or tax advice. Please consult
a legal or tax professional
regarding your individual situation.
This informational e-mail is an
advertisement. To opt out of
receiving future messages, follow
the Unsubscribe instructions below.

What records do I need to file my taxes?
Tax season is a good time to
get your financial records in
order. And whether you are
doing it on your own or hiring a
tax preparer to assist you,
you'll want to make sure that you have all of
your information organized to make the process
of filing your taxes easier.

well. You should also have documents that list
any additional sources of income, such as
self-employment, rental, retirement, or
unemployment income.
Depending on whether you qualify for any tax
deductions or credits, you may also need the
following information:

• Records of cash and noncash charitable
Sometime in January you should have received
donations
your W-2 form from your employer. Your W-2
• Amounts paid toward medical, dental, and
form lists your gross income, taxable income,
vision expenses
and the amount of state and federal taxes
withheld from your pay. It also will show any
• Federal, state, and local taxes paid (including
401(k), health insurance, and flexible spending
quarterly estimated tax payments)
account contributions you have made.
• Dependent-care provider information
Around the same time that you got your W-2,
• Receipts for education-related expenses
you should also have received 1099 forms from
Make sure that you keep all your financial
financial institutions for any dividend and
records in a safe and easy-to-find place. Being
interest income. And if you have a mortgage,
organized is not just a good idea during tax
your mortgage servicer sent you a 1098 form,
time, but is also helpful at other times of the
which contains information on interest paid
year (e.g., when you apply for a loan or
along with other mortgage-related expenses.
financial aid for college).
In addition to the above-referenced forms, you'll
need to provide your personal information,
including your date of birth and Social Security
or tax ID number. If you are married and/or
have children, you will need their information as

How do I replace my Social Security card?
Chances are, you probably
have your Social Security
number memorized, so you
may not have had to use your
card in awhile. However, there
are times when you may be required to show
your actual card, such as when you start a new
job or need to access certain government
services. Fortunately, replacing a lost or stolen
card is a relatively easy process.
In order to obtain a new card, you need to
prove your citizenship or lawful noncitizen
status, and your age and identity from a list of
approved documentation (e.g., U.S. passport,
driver's license, birth certificate). All
documentation provided must be either original
or in certified form (notarized copies or
photocopies will not be accepted).
Next, you need to fill out an Application for a
Social Security Card and bring or mail the
application, along with the approved
documentation, to your local Social Security
office. Once the Social Security Administration
(SSA) has your information and verified your
documents, you should receive a replacement
card within 10 to 14 business days.

In certain circumstances, you may be able to
apply for a replacement card online using a
my Social Security online account. You can
apply online for a replacement card if you:
• Are a U.S. citizen age 18 or older with a U.S.
mailing address (this includes APO, FPO,
and DPO addresses)
• Are not requesting a name change or any
other change to your card
• Have a driver's license or state-issued
identification card from a participating state or
the District of Columbia
Be wary of businesses that offer to replace your
Social Security card for a fee. The SSA
provides those services free of charge. Keep in
mind that you are limited to three replacement
cards in a year and 10 during your lifetime,
although certain exceptions apply.
For more information on replacing a lost or
stolen card, visit the Social Security
Administration website at ssa.gov.
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