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From Where I Sit... 
Dear Steven,

We hope that all of our clients and friends had a very Happy 
Independence Day.  Every year, we share this very moving 4th of 
July message with our clients and friends.  If you missed it, please 
take a moment to read the "Seven Lessons from the Fourth of July" 
message by clicking here.  

While many news headlines (and even our The Week Ahead) issued 
warnings that higher tax rates were on the horizon, high income 
earners were shocked by the tax bill they had to pay on April 15th. 

A number of changes came together to significantly raise their tax obligation. First, 
the top income tax bracket went from 35% to 39.6%. An additional 3.8% Medicare 
surtax was added on for high wage earners' investment income. At the highest income 
levels, personal exemptions and itemized deductions were also phased out, which also 
effectively added another 2% tax on income. The chart below illustrates how high 
wage earners faced a near 50% tax on investment income in 2013.  

This is for illustrative purposes only and is not representative of any specific bond.

When it comes to investing, it is not just important to determine what you make, but 
what you keep. The goal of tax management in an investment strategy is to maximize 
after-tax returns. We believe that consideration of the tax implications of investing 
are even more critical with investors now facing tax rates that have risen 
considerably. There is no silver bullet to solve the tax problem. Instead, a 
combination of strategies and tax management techniques may help investors to 
reduce their tax burden and help protect their wealth.   
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Saturday, August 23, 2014

BBQ at 5:30 pm
Game at 6:30 pm

Fireworks to follow!

Yogi Berra Stadium
Montclair State University

27 Clove Road
Little Falls, NJ

Please RSVP to Melinda at
201-891-1130

or
mlugo@taylorfinancialgroup.com

Maintaining a long term perspective. 
By keeping a long term perspective, investors will not only avoid making emotional 
investment decisions at market inflection points but they will keep unnecessary 
turnover low and minimize their short term gains which are taxed at their ordinary 
income tax rates.   

"Max out" your retirement plans*. We have long been advocates of maximizing your 
contributions to retirement plans, whether it be 401(k)'s, Roth IRA's, or other types of 
accounts.

 IRAs- The 2014 contribution limit is still set at $5,500, with an additional $1,000 
catch-up contribution permitted for those 50 and older. In 2014, you can make a 
full Roth contribution if your income is $114,000 or less ($181,000 if married 
filing jointly), but there are no income limitations if you open a Traditional IRA 
and then perform a Roth conversion. 

401(k)s, 403(b)s, most 457 plans & the Federal Thrift Savings Plan. Contribution 
limits on these plans are unchanged for 2014. You will be able to contribute up to 
$17,500 in these accounts if you are younger than 50, and $23,000 if you are 50 
or older (thanks to the catch-up contribution).  You can call your Human 
Resources department at any time to change your contribution elections.  At the 
very least, make sure you take advantage of your employer match.

SEP & Simple plans. In 2014, the maximum allowable compensation used in the 
calculation of SEP-IRA contributions increases $5,000 to $260,000. SIMPLE plans 
see no changes to contribution limits next year: the maximum plan contribution 
remains at $12,000 for 2014, with catch-up contributions still limited at $2,500.

Be sensitive to asset location. This is an area where we are particularly attentive. 
Your most aggressively positioned growth assets can be placed in a Roth IRA where 
earnings accumulate tax-deferred and can be withdrawn tax free. Alternatively, 
income producing investments (such as taxable high-yield bonds) can be held in tax-
deferred accounts such as an IRA where the earnings accumulate tax deferred but will 
be taxed as ordinary income upon withdrawal.

Review irrevocable trusts. If you hold any income producing assets in a Trust, they 
will be subject to the highest marginal tax rates at income levels greater than 
$12,150. Investment and income distribution strategies should be reviewed for Trust 
accounts to see if there is an opportunity to distribute more income to beneficiaries 
thereby reducing the taxable income of the Trust.

Consider Roth IRA conversions.*** Making IRA contributions to a Roth IRA (or 
converting assets to a Roth IRA), allows assets to grow potentially tax-free in 
exchange for paying the tax on the contribution or conversion amount today. For 
example, assuming that you are in the 35% Federal Tax Bracket, the tax on a $5,500 
contribution (converted to a Roth IRA) today would be $1,925 in today's dollars. In 
twenty years, assuming a 7% growth rate**, these assets could be worth $21,283.26 tax 
free. If you make those contributions every year for twenty years, your balance would 
have grown to nearly $205,000 and you would have paid $38,500 in taxes over twenty 
years in exchange for nearly $205,000 in assets that can be withdrawn income tax 
free!

Gift appreciated stock.
High wage earners frequently donate to charity in order to lower taxes. Rather than 
gifting cash, investors may want to consider using highly appreciated shares of stock 
as a charitable gift. By doing so, you may be able to deduct the gift and avoid the 
realization of capital gains.    

Though there is no single solution to combating rising tax rates, there are many small 
tax-smart decisions that you can make today that will have lasting impacts on your 
financial plan. Should you have any questions, please do not hesitate to contact our 
office.

Regards, 

Debbie
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Debra Taylor CPA/PFS, Esq.
Certified Divorce Financial Analyst -- IDFA
Investment Advisor Representative and Wealth Manager

The FIVE STAR award is based on customer service, 
integrity, knowledge, communication, value of fee 

or commission charged and overall satisfaction.

For more information about the Women's Choice 
Award for Financial Advisors, please visit 

www.wife.org 

Securities offered through LPL Financial, Member FINRA/SIPC   
Investment Advice offered through Private Advisor Group, LLC a registered investment advisor.  Taylor 
Financial Group and Private Advisor Group are separate entities from LPL Financial.

The opinions voiced in this material are for general information only and are not intended to provide 
specific advice or recommendations for any individual. All performance referenced is historical and is no 
guarantee of future results. All indices are unmanaged and may not be invested into directly.

*Keep in mind that withdrawals from these plans prior to age 59 1/2 will generally be subject to a 10% IRS 
penalty in addition to ordinary income tax.

**this growth rate is hypothetical and not representative of any particular investment. Illustrations assumes 
a stable rate of return can be maintained. Investments are subject to risk and may lose value.

***Traditional IRA account owners should consider the tax ramifications, age and income restrictions in 
regards to executing a conversion from a Traditional IRA to a Roth IRA. The converted amount is generally 
subject to income taxation.

Withdrawals from a Roth IRA may be tax free, as long as they are considered qualified. Limitations and 
restrictions may apply. Withdrawals prior to age 59 ½ may result in a 10% IRS penalty tax. Future tax laws 
can change at any time and may impact the benefits of Roth IRAs. Their tax treatment may change.

PERSONAL FINANCE CORNER--Emergency Preparedness

July is emergency preparedness month at Taylor Financial Group. Though no one likes 
to think about life's "what if's," it is important to ensure that you are prepared both 
personally, and financially, in the event of an emergency.  

Sign Health Authorizations

The Health Insurance Portability and Accountability Act (HIPAA) sets strict privacy 
rules, which can make it difficult to get medical information about elderly parents, 
special-needs children, or any child over 18 years of age. Family members need to sign 
a HIPAA form titled "Authorization for Use and Disclosure of Protected Health 
Information" in order to speak with doctor's offices, hospitals, and even some colleges. 

This is particularly important for our friends with college aged children. Should 
something happen to your child while away at school, without authorization it may be 
difficult to obtain information from doctors, and even the school.
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Don't be caught off guard. You should have a signed authorization form on file with 
your primary care doctor, or even have a blanket form signed in case of an 
emergency.

Prepare a Disaster Supply Kit

A disaster supplies kit is simply a collection of basic items your household may need in 
the event of an emergency. 

Every family should have an emergency kit prepared in the event of an emergency. 
Kits should have enough resources to be sufficient for 72 hours. Your kit should include 
food, water, cash (in a power outage ATM service may be unavailable), and any 
important financial records you may need including banking and insurance 
information. 

Try to assemble your kit well in advance of an emergency. You may have to evacuate 
at a moment's notice and take essentials with you. You will probably not have time to 
search for the supplies you need or shop for them. You can visit the American Red 
Cross's website for additional information at: 
http://www.redcross.org/prepare/disaster-safety-library

Set Aside an "Emergency Fund"

Unlike the luxuries that so many of us purchase with our credit cards, having an 
Emergency Fund is a necessity. It is recommended that people maintain a cash reserve 
large enough to cover three to six months' worth of household expenses. Rest assured, 
some day you will need it. To quote the American poet Henry Wadsworth Longfellow, 
"Into each life some rain must fall, some days must be dark and dreary." Perhaps the 
person who coined the expression, "save for a rainy day" had Longfellow's words in 
mind when he or she spoke those often repeated, and often ignored, words of wisdom. 
Should you have any questions, we can discuss cash flow management and savings 
strategies with you in further detail.

Be Organized!

Like most things, organizing and being prepared are among the most important things 
you can do. John Hancock Investments has prepared a comprehensive organizer that 
you can use to ensure all of the information you may need, in the event of an 
emergency, is readily available. This list includes emergency contact information such 
as doctors, emergency services, your attorney, and your financial professional.

Please, take a few minutes to review this checklist, fill it out, and store it in a safe 
place!

The information contained in any third-party resource cited, including but not limited to other blogs, 
websites or articles, is not owned or controlled by Taylor Financial Group, LPL Financial, or Private Advisor 
Group, and does not guarantee the accuracy or reliability of any information that may be found in such 
resources. Links and references to any third-party resource are provided as a courtesy for reference only 
and are not intended to be, and do not act as, an endorsement of the third party, the third party's content 
or the use of such third party or content. No client or prospective client should assume that any information 
from any third party serves as or should be used as a substitute for, personalized financial, investment, or 
other professional advice.

Visit Our Website!

851 Franklin Lake Road
Suite 34

Franklin Lakes, NJ 07417

Phone: (201)-891-1130
Fax: (201)-891-1136

E-mail: office@taylorfinancialgroup.com
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