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convert all at one time. Instead, stagger
taxable conversions over several years
to lessen the tax bite.
9. Sell the old homestead. The tax
law allows you to exclude tax on a gain
of up to $250,000 for single ﬁlers and
$500,000 for joint ﬁlers if you’ve
owned and used a home as your
principal residence at least two of the
past ﬁve years. Your gain also is
exempt from the 3.8% surtax.
10. Rent out a vacation home. You
can write off certain rental activity
costs, plus depreciation, but be careful:
If your personal use of the rental home
exceeds the greater of 14 days, or 10%
of the days the home is rented out, your
deductions are limited to the amount of

your rental income.
11. Support your college grad.
Generally, you can claim a $4,000
dependency exemption for
a child graduating from
college in 2015 if you
provide more than 50% of
the child’s annual support.
Figure out the amount of
support needed to put you
over that mark.
12. Dust off charitable
donations. Don’t toss
out old furniture and clothing; give
items in good condition to charity.
Generally, you can deduct the fair
market value of property donated to a
qualiﬁed charitable organization,
within certain limits.
13. Send your kids to camp. If
your under-age-13 children attend a

©2015 API

day camp while you (and your spouse,
if married) work this summer, you
may qualify for the dependent care
credit. However, the
cost of overnight camp
isn’t eligible.
14. Adjust your
withholding. Check to
see whether you’re
having enough income
tax withheld from your
paychecks. Make
necessary adjustments
so you don’t have to pay an “estimated
tax penalty” in 2015.
15. Give ’til it hurts. Finally, under
the annual gift tax exclusion, you can
give up to $14,000 to any family
member in 2015 free of gift tax. This
reduces the size of your taxable estate
for the future. ●

ou’ve just put your 2014 tax
return to bed, but there’s no rest
for the weary. It’s already time
to focus on tax planning for 2015.
Appropriately enough, here are 15
midyear tax-saving ideas to consider:
1. Harvest losses from securities
sales. If you cashed in
stock market winners
earlier in the year, now’s
a good time to start
ﬁlling up the loss side of
the ledger. Your capital
losses will completely
offset capital gains
realized in 2015, plus up
to $3,000 of highly
taxed ordinary income.
2. Recognize low-taxed capital
gains. Conversely, if you sell securities
qualifying as long-term capital gains,
the maximum tax rate is only 15% or
20% if you’re in one of the top two
ordinary income tax brackets. But keep
in mind that some upper-income
investors also may have to pay a surtax
of 3.8% on capital gains.
3. Take the 0% tax rate to the max.
If you expect 2015 to be a low-income
year (for example, you may incur a
substantial business loss), a portion of
your long-term capital gains may
qualify for a rock-bottom 0% tax rate
that applies to investors in the regular
10% and 15% tax brackets. When
possible, realize investment income up
to the top threshold of the 15% rate.
Also, consider this strategy for your
children.
4. Sidestep the wash sale rule. If
you acquire securities that are
substantially identical, within 30 days
of selling securities at a loss, you can’t

deduct the loss. But this harsh “wash
sale” result can be avoided by waiting
at least 31 days to buy back the same
securities. Alternatively, you could buy
the securities ﬁrst and wait at least 31
days before selling your original shares.
5. Invest in dividend-paying stocks.
Most stock dividends
are taxed at the same
preferential tax rates as
long-term capital gains.
To qualify for this tax
break, you must hold
the shares for at least
61 days.
6. Arrange an
installment sale.
Generally, you can
defer tax on the sale of real estate or
other property if you receive payments
over two years or longer. In addition
to stretching out tax payments over
time, you might reduce the effective
tax rate if you stay below the thresholds
for higher capital gains rates and the
3.8% surtax.
7. Contribute to a 401(k). Reduce
your 2015 tax liability by increasing
contributions to a 401(k) plan where
you work. For 2015, the maximum
deferral is $18,000 ($24,000 if age 50
or over). Not only do you avoid tax on
the contributions, the money in your
account compounds tax-deferred until
you withdraw it during retirement.
8. Convert to a Roth IRA. If you
have funds in a traditional IRA, you can
convert some or all of those funds to a
Roth IRA. Roth distributions in the
future will be tax-free if they meet a
few conditions. But you don’t have to
(Continued on page 4)

2015 Updates

P

lease be aware of these 2015
tax-related updates:
Standard Mileage Rates.
Business: 57.5 cents per mile;
Charitable: 14 cents per mile; and
Medical/ Moving: 23 cents per
mile.
The maximum IRA contribution
amount remains the same in 2015 at
$5,500 ($6,500 if at least age 50).
Maximum 401(k) contributions
have increased to $18,000 ($24,000
if age 50). The option to convert to
a Roth IRA is still available
regardless of income, but all
conversion taxes must be paid in
year of conversion.
The maximum Simple IRA elective
deferral amount is $12,500 in 2015.
For participants who are age 50 or
over at the end of the calendar year
can also make catch-up
contributions of no more than
$3,000 ($15,500 total).
The maximum Iowa tax deductible
contribution to College Savings
Iowa for 2015 is $3,163 per person
(participant) per child beneﬁciary.
●

●

●

●

The 2015 update of our Registered
Investment Advisor Disclosure
Brochure is now available, which
highlights the qualiﬁcations and
business practices of our fee-only
investment advisory services. Please
contact us for a copy.
Please note: our business hours will
change to 8:00am to 4:00pm MondayThursday and 8:00am to 3:00pm on
Fridays from April 16 through
December.
Steven L. Kane, CPA/PFS, CFP®

When To Start Social Security?

Avoid Emotional Portfolio Withdrawals

nce you enter your 60s,
with thoughts of retirement
looming ahead, you face
a difﬁcult decision: When should
you start to receive Social Security
retirement beneﬁts? With some
experts arguing that you should
begin beneﬁts as soon as possible
and others contending that you should
wait until full retirement age or longer,
the answer to this question is not
exactly a no-brainer.
The Social Security
Administration (SSA) reminds us
that this is a highly personal choice.
It depends on numerous factors,
including your current need for
cash, your health and family
history, whether you plan to
work in retirement, your
other retirement income
sources, how much income
you expect you will need in
the future, and the amount
you’ll receive from Social
Security. There’s no
deﬁnitive right or wrong
answer.
The earliest you can
start beneﬁts is at age 62, but
you’ll receive less than you
would be entitled to at full
retirement age (66 for most
Baby Boomers.) However,
you’ll get even more each

he Standard & Poor's 500
stock index is the benchmark
against which most investors
measure the performance of their
portfolios, but that's not such a good
thing. For, although the widely-cited
index represents the value of
America's 500 largest publicly-held
companies, it does not represent the
performance you should expect from
a retirement portfolio.
Prudence demands diversiﬁcation
of a retirement portfolio far beyond
500 blue-chip stocks into multiple
asset classes. Surprisingly, so do
history, math, and greed.
It turns out that a multi-asset
retirement portfolio historically
generates returns almost identical
to the S&P 500, but without much

of the drama.
Since performance data on a
broad range of asset classes ﬁrst
became
available
44 years
ago,
investors in
a sevenasset
portfolio
sidestepped
the worst
of the
terrible
dips that
befell the
S&P 500.
In 2008, for example, when
the world ﬁnancial system teetered on

These ordering rules can
work in your favor. For
example, suppose you have
$100,000 in a Roth you
established four years ago—
$25,000 in contributions,
$50,000 in taxable conversions,
$15,000 in nontaxable
conversions, and $10,000 in
earnings. If you withdraw
$35,000, the distribution is
treated as having come from the $25,000 in
contributions and $10,000 from taxable
conversion contributions. So the entire
payout is tax-free even though it isn’t a
qualiﬁed distribution.
Note that you’ll have to pay tax at
ordinary income rates for nonqualiﬁed
distributions. In addition, there’s normally a

10% tax penalty on such withdrawals made
before age 59½.
Remember that withdrawing funds
early from a Roth IRA isn’t optimal,
because it reduces the amount you’ll have
available in the future. However, it’s
comforting to know that you may be able to
pull out cash tax-free if you need to. ●
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month if you wait longer—until age 70
at the latest. When you start will lock
in your beneﬁt amount for the rest of
your life, although you’ll get cost-ofliving increases, and there could be
other changes based on work records.
The accompanying chart provides
an example of how your monthly
amount can differ based on the start
date for receiving beneﬁts.
As this chart shows, if you’re
entitled to $1,000 in monthly beneﬁts
at your full retirement age of 66, if you
choose instead to start beneﬁts at age
62, your monthly beneﬁt will be 25%
lower, or $750. Conversely, if you wait
until age 70 to begin beneﬁts, the

monthly amount jumps to $1,320, or
32% more than the $1,000 you would
receive at age 66.
Several variables might sway your
decision. Waiting longer and receiving
more each month could be advisable
at a time when life expectancies are
increasing and about one in every three
65-year-olds can now expect to live
to age 90. Women, who tend to live
longer than men, may want to do all
they can to maximize their Social
Security income. There’s also the
potential impact of your decision on
the rest of the family. If you die before
your spouse, he or she may be eligible
for payment based on your work
history. That amount could be
reduced if you opt for early
retiree beneﬁts. Also, if you
delay beneﬁts, you may need
money from other sources.
Finally, consider that you
might decide to work past your
full retirement age, perhaps on
a part-time basis. That’s
generally an incentive to
postpone payments.
Because this is such an
important decision, take the
time to weigh all of the
variables of your particular
situation. We can help you
sort through the many possible
Source: Social Security Administration alternatives. ●

Raiding A Roth Early? No Woes
hat happens if you take funds
out of a Roth IRA well before
retirement? The tax
ramiﬁcations might not be particularly dire.
Early payouts are frequently tax-free, or
mostly tax-free, even if you don’t meet the
requirements for “qualiﬁed” distributions.
It all has to do with the “ordering
rules” for Roth IRAs. It’s important to get a
ﬁrm grasp on these rules so you can plan
your withdrawals accordingly.
Contributions to a Roth IRA are never
tax-deductible, but qualiﬁed distributions
are tax-free. For this purpose, “qualiﬁed”
means withdrawals made from a Roth
you’ve had for at least ﬁve years if you’ve
reached age 59½; the payout is because of

W

your death or disability; or you use the
funds to pay qualiﬁed homebuyer expenses
(up to a $10,000 lifetime limit).
But sometimes you just can’t wait
until age 59½ or for the Roth IRA to hit the
ﬁve-year mark. In this case, and assuming
you don’t have another viable alternative,
you can raid the Roth for the funds you
need. Is it a tax disaster? Not usually. The
tax is computed under generous rules that
can save you from owing anything.
Speciﬁcally, distributions from a Roth IRA
are treated as if they occurred in the
following order:
Roth IRA contributions. Because
you didn’t get a tax break when you
put in this money, you aren’t taxed when
●

you withdraw it.
Contributions from converting a
traditional IRA into a Roth. The same
principle applies here. Because you already
were taxed on the distribution from the
traditional IRA that went into your Roth,
you can take out those funds without being
taxed again.
Contributions from converting
nontaxable traditional IRA balances into a
Roth. These, too, aren’t subject to regular
tax when you withdraw them from the
Roth.
Roth IRA earnings. These, ﬁnally,
are taxable when withdrawn unless they
meet the deﬁnition of qualiﬁed
distributions.
●

●

●

T

the edge of collapse, the S&P 500
lost as much as 37%. Investors in
a multi-asset also suffered

frightening losses, but the 28%
pullback they suffered was a
mere two-thirds of the loss on
the S&P 500.
Put another way: The 10.4%
annualized return on the S&P 500
versus the 10.3% multi-asset
portfolio over 44 years are nearly
identical, but investors in the
multi-asset portfolio earned their
return without experiencing the
extreme lows of the S&P 500—
losses so large they are more
likely to compel selling stocks at
market-lows and then missing the
next bull-run.
The "math of losses" makes
it hard for a portfolio diminished
by losses to become whole again.
Losing 20.0% of a portfolio requires
a 25.0% gain to break even. And the
math becomes more tyrannical with
larger losses.
Recovering from the 37% loss in
the S&P 500 investors sustained at
the market bottom in 2008 required
a 58.7% gain. To recuperate from its
28% decline sustained by investors
in the multi-asset portfolio required
a 37% gain.
It pushes investors into scarier
situations and makes it more
difﬁcult to have faith that nothing—
no natural disaster or political,
ﬁnancial or religious crisis or
war—will bring down the world
and bring an end to the progress
of humanity. ●
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$35,000, the distribution is
treated as having come from the $25,000 in
contributions and $10,000 from taxable
conversion contributions. So the entire
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month if you wait longer—until age 70
at the latest. When you start will lock
in your beneﬁt amount for the rest of
your life, although you’ll get cost-ofliving increases, and there could be
other changes based on work records.
The accompanying chart provides
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amount can differ based on the start
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the rest of the family. If you die before
your spouse, he or she may be eligible
for payment based on your work
history. That amount could be
reduced if you opt for early
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Finally, consider that you
might decide to work past your
full retirement age, perhaps on
a part-time basis. That’s
generally an incentive to
postpone payments.
Because this is such an
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time to weigh all of the
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situation. We can help you
sort through the many possible
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your death or disability; or you use the
funds to pay qualiﬁed homebuyer expenses
(up to a $10,000 lifetime limit).
But sometimes you just can’t wait
until age 59½ or for the Roth IRA to hit the
ﬁve-year mark. In this case, and assuming
you don’t have another viable alternative,
you can raid the Roth for the funds you
need. Is it a tax disaster? Not usually. The
tax is computed under generous rules that
can save you from owing anything.
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are treated as if they occurred in the
following order:
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you didn’t get a tax break when you
put in this money, you aren’t taxed when
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you can take out those funds without being
taxed again.
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nontaxable traditional IRA balances into a
Roth. These, too, aren’t subject to regular
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Roth IRA earnings. These, ﬁnally,
are taxable when withdrawn unless they
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Put another way: The 10.4%
annualized return on the S&P 500
versus the 10.3% multi-asset
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return without experiencing the
extreme lows of the S&P 500—
losses so large they are more
likely to compel selling stocks at
market-lows and then missing the
next bull-run.
The "math of losses" makes
it hard for a portfolio diminished
by losses to become whole again.
Losing 20.0% of a portfolio requires
a 25.0% gain to break even. And the
math becomes more tyrannical with
larger losses.
Recovering from the 37% loss in
the S&P 500 investors sustained at
the market bottom in 2008 required
a 58.7% gain. To recuperate from its
28% decline sustained by investors
in the multi-asset portfolio required
a 37% gain.
It pushes investors into scarier
situations and makes it more
difﬁcult to have faith that nothing—
no natural disaster or political,
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and bring an end to the progress
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convert all at one time. Instead, stagger
taxable conversions over several years
to lessen the tax bite.
9. Sell the old homestead. The tax
law allows you to exclude tax on a gain
of up to $250,000 for single ﬁlers and
$500,000 for joint ﬁlers if you’ve
owned and used a home as your
principal residence at least two of the
past ﬁve years. Your gain also is
exempt from the 3.8% surtax.
10. Rent out a vacation home. You
can write off certain rental activity
costs, plus depreciation, but be careful:
If your personal use of the rental home
exceeds the greater of 14 days, or 10%
of the days the home is rented out, your
deductions are limited to the amount of

your rental income.
11. Support your college grad.
Generally, you can claim a $4,000
dependency exemption for
a child graduating from
college in 2015 if you
provide more than 50% of
the child’s annual support.
Figure out the amount of
support needed to put you
over that mark.
12. Dust off charitable
donations. Don’t toss
out old furniture and clothing; give
items in good condition to charity.
Generally, you can deduct the fair
market value of property donated to a
qualiﬁed charitable organization,
within certain limits.
13. Send your kids to camp. If
your under-age-13 children attend a
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day camp while you (and your spouse,
if married) work this summer, you
may qualify for the dependent care
credit. However, the
cost of overnight camp
isn’t eligible.
14. Adjust your
withholding. Check to
see whether you’re
having enough income
tax withheld from your
paychecks. Make
necessary adjustments
so you don’t have to pay an “estimated
tax penalty” in 2015.
15. Give ’til it hurts. Finally, under
the annual gift tax exclusion, you can
give up to $14,000 to any family
member in 2015 free of gift tax. This
reduces the size of your taxable estate
for the future. ●

ou’ve just put your 2014 tax
return to bed, but there’s no rest
for the weary. It’s already time
to focus on tax planning for 2015.
Appropriately enough, here are 15
midyear tax-saving ideas to consider:
1. Harvest losses from securities
sales. If you cashed in
stock market winners
earlier in the year, now’s
a good time to start
ﬁlling up the loss side of
the ledger. Your capital
losses will completely
offset capital gains
realized in 2015, plus up
to $3,000 of highly
taxed ordinary income.
2. Recognize low-taxed capital
gains. Conversely, if you sell securities
qualifying as long-term capital gains,
the maximum tax rate is only 15% or
20% if you’re in one of the top two
ordinary income tax brackets. But keep
in mind that some upper-income
investors also may have to pay a surtax
of 3.8% on capital gains.
3. Take the 0% tax rate to the max.
If you expect 2015 to be a low-income
year (for example, you may incur a
substantial business loss), a portion of
your long-term capital gains may
qualify for a rock-bottom 0% tax rate
that applies to investors in the regular
10% and 15% tax brackets. When
possible, realize investment income up
to the top threshold of the 15% rate.
Also, consider this strategy for your
children.
4. Sidestep the wash sale rule. If
you acquire securities that are
substantially identical, within 30 days
of selling securities at a loss, you can’t

deduct the loss. But this harsh “wash
sale” result can be avoided by waiting
at least 31 days to buy back the same
securities. Alternatively, you could buy
the securities ﬁrst and wait at least 31
days before selling your original shares.
5. Invest in dividend-paying stocks.
Most stock dividends
are taxed at the same
preferential tax rates as
long-term capital gains.
To qualify for this tax
break, you must hold
the shares for at least
61 days.
6. Arrange an
installment sale.
Generally, you can
defer tax on the sale of real estate or
other property if you receive payments
over two years or longer. In addition
to stretching out tax payments over
time, you might reduce the effective
tax rate if you stay below the thresholds
for higher capital gains rates and the
3.8% surtax.
7. Contribute to a 401(k). Reduce
your 2015 tax liability by increasing
contributions to a 401(k) plan where
you work. For 2015, the maximum
deferral is $18,000 ($24,000 if age 50
or over). Not only do you avoid tax on
the contributions, the money in your
account compounds tax-deferred until
you withdraw it during retirement.
8. Convert to a Roth IRA. If you
have funds in a traditional IRA, you can
convert some or all of those funds to a
Roth IRA. Roth distributions in the
future will be tax-free if they meet a
few conditions. But you don’t have to
(Continued on page 4)
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lease be aware of these 2015
tax-related updates:
Standard Mileage Rates.
Business: 57.5 cents per mile;
Charitable: 14 cents per mile; and
Medical/ Moving: 23 cents per
mile.
The maximum IRA contribution
amount remains the same in 2015 at
$5,500 ($6,500 if at least age 50).
Maximum 401(k) contributions
have increased to $18,000 ($24,000
if age 50). The option to convert to
a Roth IRA is still available
regardless of income, but all
conversion taxes must be paid in
year of conversion.
The maximum Simple IRA elective
deferral amount is $12,500 in 2015.
For participants who are age 50 or
over at the end of the calendar year
can also make catch-up
contributions of no more than
$3,000 ($15,500 total).
The maximum Iowa tax deductible
contribution to College Savings
Iowa for 2015 is $3,163 per person
(participant) per child beneﬁciary.
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The 2015 update of our Registered
Investment Advisor Disclosure
Brochure is now available, which
highlights the qualiﬁcations and
business practices of our fee-only
investment advisory services. Please
contact us for a copy.
Please note: our business hours will
change to 8:00am to 4:00pm MondayThursday and 8:00am to 3:00pm on
Fridays from April 16 through
December.
Steven L. Kane, CPA/PFS, CFP®

