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Saving for Retirement

Plus...
New 401(k) Fee Disclosure Rules
The Voluntary Disclosure Program
for Offshore Assets Reopens
Child and Dependent Care Credit

RETIREMENT

401(k)
Are hidden fees eating away at your 401(k)
account? You will have your answer soon

if you do not have it already. New rules
from the U.S. Department of Labor require
401(k) plans and certain other types of retirement plans to disclose fees and expenses to
plan participants by August 30, 2012.
The new rules are intended to shine a
light on the costs associated with participating in employer-sponsored retirement plans so that participants can make
informed decisions with regard to how they
invest their retirement savings.
Under the new rules, your 401(k) plan
must provide you with an explanation of
all plan-related fees and expenses. This
explanation is to include administrative
fees that are deducted from all participants’

restrictions related to purchasing or withdrawing from the investment.
For those investments that have a fixed rate
of return, the plan must disclose the annual
rate of return, the term, and any shareholdertype fees or restrictions related to purchasing
or withdrawing from the investment.
The investment-related information will
generally be presented as a chart, enabling
you to readily compare each investment
option available under the plan.
The U.S. Department of Labor estimates
that the new rules will save retirement plan
participants 54 million hours in time that
they would otherwise spend trying to collect and organize investment information
in a format that would allow them to easily
compare their investment options. n

accounts, such as for recordkeeping, and
individual fees that are deducted from your
account based on actions you take, such as
borrowing from your retirement account.
Plus, your 401(k) plan must send you statements, at least quarterly, detailing any administrative or individual fees or expenses
charged to or deducted from your account.
The new rules also beef up the amount
of investment-related information that plan
participants must receive. For each investment option in your 401(k) plan that does
not have a fixed rate of return, you will receive its historical investment performance
(1-, 5-, and 10-year returns), the returns of
an appropriate benchmark index from the
same periods, the total annual operating
expenses, and any shareholder-type fees or

Please consult your financial advisor for advice on saving for retirement.
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The IRS Reopens the Voluntary Disclosure Program for Offshore Assets
THE INTERNAL REVENUE SERVICE has
reopened its Offshore Voluntary Disclosure Program for people with unreported
foreign financial accounts and assets. The
program is a chance for people to get current with their taxes in exchange for generally avoiding potential criminal charges.
The IRS reopened the program after
strong response to its first two voluntary
disclosure programs in 2009 and 2011. As
of January 9, 2012, the IRS had collected
$4.4 billion in taxes, interest, and penalties
from the two programs. That amount is
expected to increase as the IRS wraps up
the remaining 2009 and 2011 cases.
All told, the IRS received 33,000
voluntary disclosures from the first two
programs, with hundreds more taxpayers
coming forward after the 2011 program
closed last September.
The current voluntary disclosure program
varies a bit from the earlier programs. One
difference is that the current program does
not have a deadline for people to apply. Although open-ended for now, the IRS warns
“the terms of the program could change at
any time going forward. For example, the
IRS may increase penalties in the program
for all or some of the taxpayers or defined
classes of taxpayers—or decide to end the
program entirely at any point.”
This time around, taxpayers in the highest penalty category will pay a penalty of
27.5%, up from 25% in the 2011 program.
The penalty applies to the highest aggregate
FR2012-0207-0140/E

balance in foreign financial accounts or
the value of foreign assets during the eight
years prior to the disclosure.
Some taxpayers may be eligible for a
lower penalty. For example, people whose
offshore accounts and assets never exceeded $75,000 in any year covered by the
program will generally face a lesser penalty
of 12.5%. And in very limited situations,
some taxpayers may squeak by with just a
5% penalty.
Please note that the penalties mentioned
in this article are the ones that went into effect when the program reopened in January
2012 and that the IRS may change them at
any time.
Why voluntarily come forward now? The
IRS's ability to gather information on offshore holdings is improving, partially as a
result of the two initial disclosure programs
that provided the IRS with a wealth of
information about financial institutions that
help taxpayers with offshore tax evasion.
Plus, the implementation of the Foreign
Account Tax Compliance Act over the next
few years will improve the IRS's ability to
gather information on offshore holdings.
“Americans now understand that if they
try to hide assets overseas, the chances of
being caught continue to increase,” IRS
Commissioner Doug Shulman pointed out
in September 2011.
Please talk to your tax and legal advisors
soon if you are interested in participating in
the latest voluntary disclosure program. n

F B A R
R E M I N D E R

Do you have financial accounts
outside of the United States?
You may need to file a Report of
Foreign Bank and Financial Accounts, known as the FBAR, with
the IRS by June 30 if:
• You are a U.S. citizen or resident
who has a financial interest in
or a signature authority over a
financial account in a foreign
country, and
• The value of all of your foreign
financial accounts exceeded
$10,000 at any time in 2011.
The FBAR requirement does
not apply to accounts in a U.S
military banking facility. Other
exceptions also exist.
Please consult your tax advisor.
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Average annual expenditures (2010)
for households with incomes over $150,000

$123,064
Housing
Shelter (mortgage, property

taxes, etc.)

Utilities
Household operations
Housekeeping supplies
Furnishings and equipment

How does your
spending stack up?
If you have ever wondered how your annual spending compares to that of people
with similar incomes, we may be able to
help you satisfy your curiosity.
Each year, the U.S. Bureau of Labor
Statistics surveys consumers about their
annual expenditures. The results of its
2010 survey from households with incomes over $150,000 are shown here.

$39,787
$24,557
$5,952
$3,338
$1,334
$4,607

Insurance and pensions

$20,832

Transportation

$15,808

Vehicle purchase
Gasoline and motor oil
Other expenses (mainte-

$5,313
$3,291
$5,169

Public transportation

$2,035

nance, insurance, finance
charges, etc.)

Food
At home
Away from home

$13,317
$6,688
$6,628

Entertainment

$7,032

Healthcare

$5,594

Health insurance
Medical services
Drugs
Medical supplies

$3,041
$1,583
$697
$272

Education

$5,473

Cash contributions

$5,132

Clothing

$4,514

Miscellaneous

$2,376

Personal care

$1,395

Alcoholic beverages

$1,288

Reading

$280

Tobacco

$236

About those surveyed
Average number of people in household
3.2
Average income 		
$241,739
Average age
48.8
College graduates
90%
Homeowners
91%
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Figuring Gain or Loss
Selling price
– Selling expenses
Amount realized
– Adjusted basis
Gain or loss
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Home Improvements May Reduce Your Taxes When You Sell
IF YOU MAKE IMPROVEMENTS TO YOUR HOME, keep track of your expenses—it may pay

off handsomely for you when you sell your home.
The amount you spend on home improvements increases your home's basis—a
number you will need to know when you sell your home. For example, if you purchase
a home for $1 million and make $500,000 worth of improvements to it, your home's
adjusted basis will generally be about $1.5 million (assuming that you don’t have other
items that increase or decrease your home's basis).
When you sell your home, you subtract the adjusted basis from the amount you realize from the sale to determine your gain or loss. You can generally exclude $250,000 of
gain on your main home from your income ($500,000 if you are married and file a joint
return). Amounts that are not excluded are taxable.
Continuing with the prior example, let's say you are single and realize $1.7 million on
the sale of your main home. Subtract the adjusted basis ($1.5 million) from the amount
realized ($1.7 million) and you arrive at a gain of $200,000—all of which can be
excluded from your income so there is no tax on the sale of your home. Hurray! But if
you had not tracked your home improvement expenses over the years and adjusted your
home's basis upwards, any gain above $250,000 would be taxable.
To increase your home's basis, an improvement must add to the value of your home,
prolong its useful life, or adapt it to new uses. It must also have a useful life of more
than one year. The list at right includes examples of improvements that increase basis.
Repairs, such as fixing a leak, replacing a broken window pane, or painting your home,
generally do not count as improvements unless they are done as part of an extensive
remodeling or restoration of your home.
So as you make improvements to your home, keep the receipts and records. You will need
them when you sell to prove your home's adjusted basis—and to trim your potential taxes! n
FR2012-0207-0140/E

Examples of improvements
that increase your home's basis
ADDITIONS
Bedroom
Bathroom
Deck
Garage
Porch
Patio
INTERIOR
IMPROVEMENTS
Built-in appliances
Kitchen remodels
Flooring
Wall-to-wall carpet
MISCELLANEOUS
Storm windows
Storm doors
New roof
Central vacuum
Wiring upgrades
Satellite dish
Security system
Insulation

HEATING &
COOLING
Heating system
Central air
Furnace
Duct work
Central humidifier
Filtration system
PLUMBING
Septic system
Water heater
Soft water system
Filtration system
LAWN & GARDEN
Landscaping
Driveway
Walkway
Fence
Retaining wall
Sprinkler system
Swimming pool
SOURCE: IRS Publication 523

Please consult your tax advisor for the
details about real estate sales and taxes.
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Saving for Retirement
If you’ve reached age forty-five, fifty, or even fifty-five and haven't begun to seriously
save for retirement, there are still things you can do to improve your retirement prospects. The key is to start now and make the most of the time you have remaining. Here
are some ideas that may help you play catch-up. But as always, please contact your
financial advisor for advice on your specific situation.
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Increase the amount you save.

The best way to make up ground in your retirement savings is to increase the amount
you save or invest each month.
If you are significantly behind in your
savings, simply cutting out trips to the
coffee shop every morning is probably not
enough to get you where you want to go.
You will need to think bigger. Consider that
people in their mid-forties without pensions
and retirement savings may need to save
about 30–40% of their income each year
to be able to afford to retire at their normal
retirement age. People who begin saving
at a later age will typically need to save
an even larger percentage of their current
income. The bottom line is that the earlier
you start—even if it is just age 45 versus
age 50—the less income you may need to
contribute to your savings.
The percentage of income you should be
saving and investing for retirement will depend on several factors, including whether
you have a pension, how long you expect to
work, and the retirement lifestyle you hope
to enjoy. Ask your financial advisor to suggest an appropriate percentage or amount.
Your advisor can evaluate your current
financial situation, your retirement goals,
and your investment style and suggest a
savings rate that is appropriate for you.
FR2012-0207-0140/E

Then it becomes a matter of freeing up
income to devote to your savings. This can
be challenging for many people in their forties and fifties who are carrying mortgages,
college tuition, and the myriad other living
expenses. Even people with large incomes
may experience cash flow issues at this
point in their lives.
Tracking your spending for a few months
may help you identify areas where you can
cut back on spending and free up more cash
for your retirement savings. If you use personal financial software, such as Quicken
or Mint, figuring out where your income is
going is as easy as generating a spending
report. If you aren’t using software, keeping a written list of your expenditures—
housing, transportation, food, entertainment, etcetera—works just as well.
You may find that eating out less often,
taking fewer vacations away from home,
replacing your vehicles less often, and
cancelling underutilized services may help
you significantly increase the amount you
are able to contribute to your savings.
If paying college tuition is seriously
threatening your retirement security, consider reducing or eliminating the amount
of tuition you pay. Remember, while your
children can always borrow for college, you
cannot borrow for retirement. Your family

FR2012-0207-0140/E
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may be better off in the long run if you are
financially secure and independent during
retirement.
Once you finish paying tuition bills and
mortgages, it generally makes sense to
swing the amount you had been putting
toward those expenses into your retirement
savings. If you were living comfortably
without that amount before, you may not
even miss it when it is diverted into your
retirement savings.
Although it can be tough to cut spending, what you trim now can help you move
toward financial freedom in the future.
If cutting spending does not sufficiently
increase the amount you are able to save,
consider moonlighting. In addition to the
extra income, a part-time job can be a great
way to try out a second career.
Allocate your assets wisely.

While it may be tempting to shoot for the
highest returns possible by investing everything in stocks, doing so may expose you to
8
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more risk than is suitable for your age and
situation. On the other hand, investing everything in cash, while generally reducing
the risk that you will lose the money you
invest, increases the risk that you may fall
short of your retirement goal.
In general, it is better to settle on a mix
of stocks, bonds, and cash that balances
your need for growth with your desire to
preserve what you saved so far. This mix is
known as your asset allocation.
Because each of the major asset classes—stocks, bonds, and cash—has different risk and return characteristics, the
proportion you hold of each asset class will
influence your portfolio’s long-term returns
and level of risk. In fact, the proportions
you choose may have more to do with
your long-term returns than the individual
investments you choose.
Before deciding on the proportions of
each asset class that you will hold, it is
important to understand their different risk
and return characteristics.

Of the three major asset classes, stocks
(also known as equities) have historically
provided the greatest returns over the long
run. But remember that risk and returns
go hand-in-hand when investing. Although
stocks have historically provided higher
long-term returns than bonds or cash, they
also subject investors to a greater risk of
loss than the other major asset classes.
Stocks can be very volatile, meaning
that their prices can fluctuate widely over
the short term. Because of their volatility,
stocks are generally only appropriate for
long-term goals, such as those goals that
are at least five or ten years out.
Bonds as a group have historically
provided lower returns than stocks over
the long run, but with less volatility and
less risk of losing the amount invested. By
adding bonds to a stock portfolio, investors
can help manage their portfolio’s overall
volatility and risk. For example, in stock
market downturns, a diversified stock/
bond portfolio is apt to lose less value than
an all-stock portfolio. In exchange for the
reduced volatility, a stock/bond portfolio
generally has a lower expected return than
an all-stock portfolio—a trade-off that can
be well worth it for investors who want to
reduce the risk associated with investing.
Bonds face additional risks of which you
should be aware. For one, bonds are subject
to interest rate risk, meaning that when interest rates rise, bond prices will generally
fall. Also, bonds face the risk of default,
meaning that the bond issuer may not be
able to make the interest payments or repay
the principal at maturity.
Cash and cash equivalents, such as
money market funds, generally provide the
lowest returns, but with a lesser degree of
risk than stocks or bonds, making cash well
FR2012-0207-0140/E

suited for short-term goals.
Please keep in mind as you consider
your asset mix that past performance is
not a guarantee of future results. In fact,
in recent years the U.S. bond market has
outperformed the U.S. stock market. This
leads us to another reason why spreading
your investments among stocks and bonds
makes good sense: you never know which
asset class is going to outperform next.
It is also important to consider personal
factors—your investment goals, your
investment time frame, and your tolerance
for risk—when deciding the proportion of
each asset class to hold.
In this case, your investment goal is
retirement, but it is a good idea to shoot for
a specific amount. This amount is frequently estimated using a percentage of your
current income. Some financial experts
suggest that you may need 70–80% of your
pre-retirement income to maintain your
current lifestyle in retirement. Why not
100%? The thinking is that your expenses
will drop in retirement once mortgages
are paid off, college tuition is a thing of
the past, and you are no longer saving for
retirement or paying Social Security and
Medicare taxes on your income. It is possible, though, that your expenses may not
drop all that much, especially in the early
years of retirement if you plan to travel
or pursue pricey pastimes. Talk to your
financial advisor about how much you may
need to save to have a good chance of your
savings lasting through the retirement you
envision.
Your investment time frame is the
number of years remaining until you will
need the money from your investments.
In general, it is a good idea to gradually
move to more conservative investments,
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How the Major Asset Classes
Compare
Higher

STOCKS

• Potential for capital

growth and income
in the form of
dividends.
• Generally suitable for
long-term goals, say,
five or more years
away.

RISK/RETURN
POTENTIAL

BONDS

• Potential for steady

income at generally
a higher interest rate
than cash.
• Generally suitable for
most goals.

CASH

• Potential for income.
• Highly liquid.
• Generally suitable for
short-term goals.

Lower

9

such as bonds, as the time draws near when
you will need your money because there is
less time remaining to potentially make up
any losses.
Your tolerance for risk—that is the
degree of risk you are willing to accept
in return for potentially higher returns—
should also impact the proportions of the
asset classes you choose to hold.
While we would like to tell you here the
perfect asset allocation for someone ten,
fifteen, or twenty years away from retirement, there is no one-size-fits-all allocation. Everyone’s situation is unique. Your
financial advisor, though, can review your
specific situation, your goals, and your attitude toward risk and recommend proportions that are appropriate for you.
Over time, your asset allocation will
stray from your target allocation. When
this happens, you will either have more
risk or less potential for reward than you
originally intended. Rebalancing your
portfolio—that is returning it to your target
allocation—can help keep your investments on track.

© iStockphoto.com/vndrpttn

PLEASE NOTE: Asset allocation and diversification
do not ensure a profit or guarantee against loss in
declining markets.
Work a few extra years.

If it looks like increasing the amount you
save and fine tuning your asset allocation
are not enough to get you where you want
to go, consider working longer. Just a few
more years of work may have a significant,
positive impact on your nest egg.
The most obvious benefit of working a
few years longer is that you can continue to
contribute to your retirement savings, but
there are additional benefits as well.
10
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For one, working a few years longer
gives your savings longer to compound
before you begin withdrawing money for
retirement. Between your additional contributions and potential compound earnings,
working longer may significantly increase
your income during retirement.
Plus, a few additional years in the work
force may mean that your savings will
not have to stretch as far. Remember, due
to increased longevity, retirements often
stretch 30 or more years these days. Every
year you continue to work and contribute to
your savings increases the odds that your
savings will last as long as you do.
Working longer may also enable you to
hold off starting Social Security retirement
benefits until a later age, which will permanently increase your monthly benefits.
Although you can generally begin receiving benefits at age 62, every month that you
delay the start (up to age 70) permanently
increases the amount of your monthly benefit. Waiting until age 70 rather than starting at your full retirement age may increase
your monthly benefit by as much as 32%.
For example, people who are entitled to a
$1,000 monthly benefit at the full retirement age of 66 could increase the size of
their monthly benefit to $1,320 by waiting
until age 70 to begin benefits. In contrast, if
they began benefits at the earliest possible
age (62), they would only receive a $750
monthly benefit.
If you had planned to retire before age
65—the age when most people become
eligible for Medicare—working a few extra
years for an employer that offers health
insurance benefits may save you a bundle
in insurance premiums.
Now if all this talk of working a few
extra years past the normal retirement age
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leaves you cold, remember that it does
not necessarily have to be in your current
position or even full-time. Earning at least
some level of income, perhaps through
working part-time in an area that you enjoy,
may reduce or eliminate your need to draw
on your retirement savings for a few more
years.
Planning to work longer as a means to
improve your nest egg is not without risk.
There is always a chance that you may not
be able to work due to poor health. For this
reason, it is important that you make your
best effort to save and invest wisely now
because you cannot be certain that working
longer will be an option for you.
Seek professional advice.

If you are not on track with your retirement savings, please consult your financial
advisor.
Your advisor can help you estimate the
FR2012-0207-0140/E

amount you may need to save for a comfortable and financially secure retirement.
After reviewing your financial situation
and your retirement goals, your advisor can
tinker with the variables—your savings
rate, asset allocation, and your retirement
date—to arrive at an investment plan that
gives you the optimal probability of reaching your retirement goals. Plus, your advisor can incorporate into the plan your other
financial goals, such as helping your children with their higher education expenses,
charitable gifts you may wish to make, or
the financial legacy you hope to leave.
Once you have a plan in place, check
your progress at least annually so that
adjustments can be made if needed.
Keep working toward your goal. Even
though you may have gotten a late start, it
is never too late to improve your prospects
for a secure retirement. Just remember to
make the most of the time you do have. n

How long will your
retirement savings
need to last?
Today, a 65-year-old man
or woman is expected
to live to age 82 or 85
years of age respectively,
according to the life
expectancy tables from
the Centers for Disease
Control and Prevention.
Keep in mind that these
ages are simply averages.
You may live considerably longer. To be on the
safe side, most people
should plan as if they will
live into their nineties.
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10 Things to Know About

The Child and Dependent Care Tax Credit
1
2
3
4
5

You may be able to defray part of your child or dependent care expenses. You may be eligible to
claim a federal tax credit for some of the child or dependent care expenses you pay.
Expenses for older children generally do not qualify. The care expenses must be for a qualifying

person. This includes your dependent children under the age of 13. It also includes your spouse
and certain other individuals who are physically or mentally unable to care for themselves.
You generally must live together. To claim the credit, the qualifying person generally must have
lived with you for at least half of the year.
The care must be work-related. The care must be necessary so that you (and your spouse if you
are married filing jointly) can work or look for work.
You must have earned income. You (and your spouse if you file jointly) must have earned income

from wages or other taxable employment compensation. (One spouse may be considered to have
earned income if they are a full-time student or physically or mentally unable to care for himself
or herself.)

6

Payments to your spouse, dependents, and certain other individuals don't count. You cannot

7

There is a dollar limit on the expenses that qualify for the credit. The maximum amount of annual

8

The percentage you use to figure your credit depends on your income. To calculate your credit,

9
10

Your filing status matters. To claim the credit, your tax filing status must be single, married filing

claim payments that you make to your spouse, to the parent of the qualifying child, to someone you
(or your spouse if you file jointly) can claim as a dependent, or to a child of yours who is under the
age of 19. This leaves a wide array of caregivers that you can claim payments for, including relatives who are not your dependents, such as your parents or your children who are over the age of 18.
expenses you can use to figure the credit is $3,000 for one qualifying person or $6,000 for two or
more qualifying persons. The limit may be reduced if you receive dependent care benefits. Also,
the amount of expenses you use to figure the credit cannot exceed your earned income (or your
spouse's earned income if you file jointly).

you multiply your qualifying expenses by a percentage ranging from 20% to 35%. The percentage
you use depends on your adjusted gross income (AGI). Taxpayers with AGIs over $43,000 use 20%.

jointly, head of household, or qualifying widow(er) with a dependent child.
Not all expenses are eligible—but many are! Among the eligible childcare expenses are those

for nursery school, preschool, before-school and after-school care for children in kindergarten or
higher grades, and day camp (but not overnight camp). You can also generally claim the cost of
care provided in your home or in a dependent care center for the well-being and protection of a
qualifying person. Education expenses for kindergarten and higher grades cannot be claimed. n
Please consult your tax advisor for more information on the child and dependent care tax credit.
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Did you know
that part of the price
you pay to send your
preteen child to day
camp may qualify for
a federal tax credit?
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An example of how the Child and Dependent Care Credit works.
Let's say. . .

• You have three dependent children under the age of 13 who require childcare so that you and
your spouse can work.

• All of your children are enrolled in after-school care programs during the school year and day
camp during the summer, for which you pay a total of $20,000 per year.

• You do not receive any dependent care benefits from your employer.
• You and your spouse file a joint tax return and have an adjusted gross income greater than $43,000.
Each of you has earned income in excess of $6,000.

Figuring the credit. . .

• First, you must reduce the amount of your childcare expenses to $6,000, the maximum amount

that can be used to figure the credit for two or more qualifying persons. You do not need to reduce the dollar limit any further because you did not receive dependent care benefits and your
earned income and your spouse's earned income each exceed the $6,000 limit.

• Someone with your adjusted gross income can claim 20% of the qualifying expenses that fall
under the limit. So, you multiply $6,000 by .20 to arrive at a $1,200 credit.

Remember. . .
• Tax credits reduce your taxes dollar for dollar, so in this example you just trimmed your federal
income taxes by $1,200!
FR2012-0207-0140/E
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Milestone Retirement Ages

Age 55

Age 59½

Age 62

Penalty-free withdrawals can be made from
certain retirement plans if you leave a job at
age 55 or older.

Penalty-free withdrawals can be made
from IRAs and other retirement plans.

Eligible for reduced Social Security
retirement benefits.

•

Once you reach age 59½, you can
generally withdraw money without
penalty from your IRAs, 401(k) plans,
and other types of employer-sponsored
retirement plans.

•

Although most Americans are eligible
for retirement benefits at age 62, every
month you delay the start of your
benefits (up to age 70) increases the
amount of your monthly benefit.

•

Roth accounts have the added requirement that they must be open for at
least five years before withdrawals are
penalty-free and tax-free.

•

•

Keep in mind that certain employersponsored retirement plans, such as
401(k) plans, may not permit withdrawals while you still work for that employer, except in cases of extreme hardship.

If you are married, you may be able to
increase your overall benefits by timing when you start benefits and whose
record you use. For example, you may
choose to receive benefits on your
spouse's record for a few years, allowing your own monthly benefit to grow
as large as possible before you start
benefits on your own record.

•

If you want to make withdrawals from
your retirement plans before age 59½,
please see your financial advisor. In
addition to the exception mentioned
earlier, there are several other exceptions that may allow you to withdraw
your money early without getting
slapped with a penalty.

•

You may be eligible for benefits on
your ex-spouse's Social Security
record, if you are at least age 62, you
were married for at least 10 years, and
you are not currently married.

•

If your spouse is deceased, you may
be eligible to begin receiving survivor
benefits when you reach age 60 (age 50
if you are disabled).

•

You should apply for Social Security
retirement benefits about 3 months
before the date you want your benefits to start. You can apply online at
www.socialsecurity.gov or by calling
1-800-772-1213.

•

•
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Normally, withdrawals you make from
IRAs, 401(k) plans, and other types
of employer-sponsored retirement
plans before age 59½ are considered
early withdrawals and are subject to
a 10% federal tax penalty. There are
exceptions to the “age 59½ rule” that
may allow you to make penalty-free
withdrawals earlier in certain situations. One such exception goes like
this: if you are at least age 55 (age 50
for qualified public safety employees)
when you leave the company, you can
generally make penalty-free withdrawals from that company's retirement
plan after you leave. This exception
does not apply to IRAs, however,
so you will either need to wait until
age 59½ or meet a different exception before your IRA withdrawals are
penalty-free.
If you leave a job between the ages of
55 and 59½ and plan to immediately
make withdrawals from your 401(k)
savings, consider leaving your savings
in your former employer's plan for the
time being so that your withdrawals
will be penalty-free.

FR2012-0207-0140/E

•

One of the exceptions permits you to
withdraw money before age 59½ without the 10% early withdrawal penalty
as long as your savings are withdrawn
as part of a series of substantially
equal periodic payments. Your financial advisor can provide the details
about this exception.
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Age 65

Age 66

Age 70½

Eligible for Medicare.

Eligible for full Social Security retirement
benefits.

You must begin taking required minimum
distributions (RMDs) from certain
retirement plans.

•

Most people become eligible for Medicare health insurance at age 65.

•

If you are already receiving Social
Security benefits, you will automatically be enrolled in Medicare's hospital
insurance (Part A) and medical insurance (Part B) at age 65.

•

If you are not already enrolled in
Social Security, you should sign up for
Medicare three months before your
65th birthday.

•

•

If you do not sign up for Medicare
when you are first eligible, you may
end up paying more for your medical
insurance unless you or your spouse
are still working and you are covered
by a group health plan based on that
employment. You may also end up
paying more for prescription drug coverage unless you have other creditable
prescription drug coverage.
As you plan for your retirement
health insurance needs, remember
that Medicare generally does not pay
for long-term care, such as a stay in a
nursing home. Talk to your financial
advisor about whether long-term care
insurance is right for you.

•

The age at which you can start Social Security and receive full retirement benefits
is on the rise. While people born from
1943 to 1954 are eligible for full benefits
at age 66, anyone born after 1954 must
wait a bit longer to start their benefits if
they want to receive full benefits.

Year of Birth

Age to Receive
Full Social Security
Benefits

1937 or earlier

65

1938

65 and 2 months

1939

65 and 4 months

1940

65 and 6 months

1941

65 and 8 months

1942

65 and 10 months

1943–1954

At age 70½, you generally must begin
withdrawing a minimum amount each
year from your traditional IRAs and
employer-sponsored retirement plans,
such as 401(k) plans, 403(b) plans,
457(b) plans, profit-sharing plans,
SEPs, SARSEPs, and SIMPLE IRAs.

•

Although the requirement to take
RMDs applies to Roth 401(k) accounts, it does not apply to Roth IRAs
while the account owner is alive.

•

You can delay taking your first RMD
until as late as April 1st of the year following the year in which you reach age
70½, but doing so may result in higher
taxes if taking both your first-year and
second-year distributions in the same
year pushes you into a higher income
tax bracket.

•

Your employer's non-IRA retirement
plan may permit you to delay the start
of RMDs past age 70½ if you are still
working. (This is not an option if you
are a 5% or greater owner of the business that is sponsoring the retirement
plan.) n

66

1955

66 and 2 months

1956

66 and 4 months

1957

66 and 6 months

1958

66 and 8 months

1959

66 and 10 months

1960 and later

•

67

NOTE: People who were born on January 1 of
any year should refer to the previous year.

Please consult your financial advisor as you approach retirement. Financial decisions you
make at this stage can have a lasting impact on your financial security. Talk to your advisor
about the best way to tap your retirement savings.
FR2012-0207-0140/E
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TR AVEL

Ephesus: Past Perfect

T

he Turkish man jumps from behind
a pillar as if he has just sprung up
from a trapdoor. Despite the heat he's
wearing a black leather jacket and has
a red-checked kuffeya pulled around his
face. A coin flicks up between his fingers,
and he flourishes it under my nose like a
magician doing a trick.
"Let me tell you that these pillars move!"
he says with whispered drama.
I glance up uneasily at the massive
white columns that loom above us. They're
beautiful things, completed on top with
flourishes like the leaves of a palm tree,
vivid against a blue sky. It seems improbable that these huge stone blocks can move;
after all, they've been standing here since
ancient Greek times.
"I tell you they move. I think it's the
wind. Or maybe the earth, it's a—what you
say? An earth trembling."
The man beckons me forward, and we
huddle at the foot of a pillar. He takes his
coin and slots it into a small crack in the
16
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column. I gasp in surprise as the coin
vibrates up and down. I touch the hot stone
of the pillar in wonderment, half doubtful,
half delighted.
Is this the trick of a Turkish wannabe
guide or the trick of a clever Greek architect
from long ago? I'm not sure, but wandering
the ruins of Ephesus on Turkey's Aegean
coast I've found plenty of surprises and
plenty to amaze me. The ancient city is full
of wonders and ranks among the best-preserved Greek and Roman cities in the world.
The ruins are complete enough to give you
a fine idea of the formal town planning so
beloved of these ancient peoples. You can
still trace the grid of the town's colonnaded
streets, the former forums, hippodromes and
theatres, temples and palaces.
Not only that, but as you wander about
you'll come across more intimate details
of life in ancient times, from the scrolls of
grape leaves sculpted on the cornices of
buildings to the ruts made by chariot wheels
in roads. You can also see the remains of

the street's sophisticated water and sewage systems; visitors are entertained by the
public latrines where—or so guides claim
to gales of laughter—slaves were obliged
to sit in the mornings in order to warm up
the marble seats for their masters. It's these
sorts of small details that bring the ruins
to life, especially for those daunted by the
usual guidebook dates and names.
The founding of Ephesus is shrouded
in mystery and speculation, with some
legends maintaining it was founded by the
Amazons, others by a son of the King of
Athens in the tenth century BC. It certainly
has an ancient lineage because we know for
certain that it was already wealthy when it
fell under the control of Lydia in the sixth
century BC. It was later controlled by the
Persians and the Greeks under Alexander
the Great. Much of what can be seen now
dates from the time immediately after
Alexander when it was the domain of one
of his generals, Lysimachos, who built the
defensive walls.
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Left, the remains of the ancient Celsus
Library in Ephesus. Curetes Street, at right,
featured colonnaded galleries on each side.

For nearly a thousand years, Ephesus was
a vital trading city in the eastern Mediterranean; the list of trade goods included
many of the necessities and luxuries of
the Greek and Roman era such as silk and
wool, perfumes and aromatic substances,
oil, foodstuffs and wine, and slaves. When
Ephesus reached its zenith under the
Romans in the second century BC, it was
made the capital of the Asian provinces and
became dazzlingly wealthy. It was visited
by many prominent Romans, including
Brutus and Mark Anthony, who brought
Cleopatra along for the trip.
With success came leisure and money,
and Ephesus witnessed a frenzy of splendid
construction in which temples and theatres
were built and luxury was the order of the
day. The city was a flourishing New York
of its era, where rich merchants erected
extravagant public buildings and statues
and lived in sumptuous style. A couple of
fancy bathhouses were thrown up as social
clubs for the city's elite. The Baths of Scholastica are named after a Byzantine woman
who restored the baths some four hundred
years after the Romans; her statue stands in
front of the entrance, but has lost its head.
As one of the wealthiest cities in the world,
Ephesus was able to use cutting edge
technology, circulating hot air through the
bathhouse by means of bellows operated by
slaves, sending the heat through terracotta
pipes beneath the floor. The bathhouse
really functioned as a kind of social club
and included a dining hall and rooms for
relaxation. Delightfully, you can still enjoy
the mosaics that decorate one of the pools,
showing women having a drink while a
mouse eats crumbs under their table.
Further along in the middle of town, the
splendid Library of Celsus was erected by a
Roman consul as a memorial to his father,
Celsus Polemaeanus, who lies entombed
under its walls. The stunning Library gives
a glimpse of the power and wealth of the

city it once graced, even if the thousands
of scrolls it once contained have long since
vanished. At midday, the sun bounces off
the marble of the library in blinding sheets
of light. The delightful facade is delicately
carved and has niches containing statues
representing the four virtues—Thought,
Knowledge, Wisdom, and Goodness—and
now the perfect companions for a family
photo.
The Romans also extended the city's
Great Theatre until it could seat nearly
25,000 people. Today the theatre has a
rather charming air of comfortable neglect.
Flowers grow out of the cracks between the
tiers of benches: splashes of red poppies,
purple thistles, yellow daisies. It’s hard to
picture the bustle of the theatre as it must
have been in its heyday. Two thousand
years ago, this place was full of people
watching plays, chatting during the intermission, and nibbling on their snacks.
The Romans weren't satisfied with erecting new buildings. Think big: they knocked
up whole new streets, whole new civic
centers and commercial districts. Stroll
down Curetes Street in Ephesus even today
and you'll find a treasure-trove of triumphal
arches, mosaic work, and graceful statues (now mostly headless) of the wealthy
patricians who once played an active role
in the city’s business life. At the top of
the street stands an Odeon where musical
events were held; the little theatre is now
overgrown with wild flowers and home
to stray cats basking in the sun. Further
down you pass the remains of fancy villas
built into the slope of the hill, an elaborate
Byzantine fountain, a temple to Hadrian.
The street is beautiful and refined: Ephesus
was a sophisticated place. To left and right
lie the grand remnants of temples and city
markets, inscribed with details of the rich
trading caravans that once came into town.
Despite the splendid remains, it's the total
abandonment of Ephesus that perhaps makes

the biggest impression. Its monumental columns and arches rise from the scrubby hills
like the bones of a mighty skeleton; vast
columns lie in the same staggered sequences
as vertebrae in a dinosaur museum. In the
late afternoon the orange rays of the sun
brush across the stony hills and bring the
color of the ancient marble to life in a fleeting moment of glory. The scene is almost
surreal, the atmosphere of total desolation
both mournful and splendid. The only sound
you’ll hear is the gentle rumbling of his
snoring and the tinkling of bells from the
flocks of sheep on the surrounding hillsides.
Spend the afternoon scrambling among the
collapsed walls and massive stone drums
that once formed temple columns, lying
where they fell two thousand years ago.
Lizards dart across fallen pediments and
cornices, and flights of steps lead up and
down to nowhere. Up above you, the marble
pillars—at least if the Turkish wannabe
guide is to be believed—tremble in the wind
as if shivering at the fate of their fellow
columns scattered all around.
What happened to Ephesus? Its fate had
little historical drama; its grand harbor
simply slowly silted up, sending the town
into a decline. The ruins of this famous port
city now stand a full five kilometers from
the sea. Two thousand years later you might
be instructed by history and impressed
by monuments, but anyone with poetry in
their soul will be moved most by a sense of
the forlorn. Ramble through the ruins and
inspect the ghostly marks of ancient chisels,
wells filled with the rubble of centuries,
and temples laid waste. The temples must
have been beautiful once, but now they’re
stripped back and exposed under a pitiless
sky, the only sound the sighing of the wind.
You might stop for a while and contemplate
the wheel of fortune, and think of a young
Roman who may have passed by here once,
and nudged a friend, and whispered: Let me
tell you that these columns move… n
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FYI

Take a Walk on the High Line

S

tretched out on an old elevated rail
line, 30 feet above the hustle and
bustle of the streets below, is New
York City’s park in the sky—the
High Line.
Open to the public year round, the High
Line is a great place for a stroll through native perennials, grasses, shrubs, and trees,
including many of the species that grew
naturally along the tracks after the rail line
ceased operations in 1980. The High Line's
elevated walkway and plantings extend one
mile along Manhattan’s West Side, from
the southern end of the park at Gansevoort
Street all the way up to West 30th Street.
While the landscaping and the pedestrian-only walkway are the main attractions,
the High Line offers visitors a unique perspective on New York City’s Meatpacking
District and West Chelsea neighborhood, as
the promenade winds among large industrial buildings and warehouses where trains
once loaded and unloaded.
Benches and chairs along the High Line
encourage visitors to sit and enjoy the views
of the Hudson River and the surrounding
18

skyline. Where the pathway widens out
into public gathering spots, such as at the
23rd Street Lawn, visitors can picnic, soak
up the sun, and people-watch.
In warm weather, food vendors line the
Chelsea Market Passage section of the High
Line at West 15th Street, selling coffee,
baked goods, and frozen treats. There is
also a 40-seat, open-air café at the same
location.
Efforts to convert the old rail line to an
elevated public park began in 1999 with the
formation of the community-based group,
Friends of the High Line, who sought to
preserve the structure as a tribute to the
industrial past of New York City’s West
Side. The group gained the support of the
City a few years later, and in 2005 the
owner of the rail structure, CSX Transportation Inc., donated the structure to New
York City. Construction of the park began
in the following year, with the first section
of the High Line opening to the public in
2009. The second section opened in 2011,
expanding the High Line to its current
length. n

Access points (near 10th Avenue):

•
•
•
•
•
•
•
•
•

Gansevoort Street
14th Street (elevator access)
West 16th Street (elevator access)
West 18th Street
West 20th Street
23rd Street (elevator access)
West 26th Street
West 28th Street
West 30th Street (elevator access)

The High Line is wheel-chair accessible.
For more information, please visit
www.thehighline.org.

1.

The King of Rock'n'Roll:
A. Andy Williams
B. Elvis Presley

2.

The King of Swing:
A. Benny Goodman
B. Scott Joplin

3.

The King:
A. Nick Faldo
B. Arnold Palmer

4.

The King of Pop:
A. Michael Jackson
B. Bono

5.

The Queen of Soul:
A. Madonna
B. Aretha Franklin

6.

A. Dean Martin
B. Frank Sinatra

QUIZ

Modern Royalty

The Chairman of the Board:

7.

The Godfather of Soul:
A. James Brown
B. Al Green

8.

His Purple Majesty:
A. Billy Joel
B. Prince

9.

The Boss:
A. Bruce Springsteen
B. Sting

10. The Sultan of Swat:
A. Alex Rodriguez
B. George Herman Ruth
11. The Minister of Defense:
A. Reggie White
B. William Perry

A. LeBron James
B. James Taylor

ANSWERS: 1–B, 2–A, 3–B, 4–A, 5–B,
6–B, 7–A, 8–B, 9–A, 10–B, 11–A, 12–A.

© iStockphoto.com/Duncan Walker, Electric Crayon

12. King James:
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201 Sand Creek Road, Suite F
Brentwood, CA 94513

12622-03

We Go the Extr a Mile
At SMEED, we go beyond preparing tax returns and financial statements—we are the next frontier
CPA firm that handles the day-to-day accounting needs of your business to comply with tax laws in
an efficient manner.
Our 3S SERVICE ADVANTAGETM put the most SKILLED people to work for you and deploy state-ofthe-art SYSTEMS to deliver SOLUTIONS that give you the peace of mind to focus on your business.
At SMEED, our business is all about YOU, the CLIENT.
PLEASE CALL ON US FOR:
• Tax preparation and planning
for businesses, individuals,
estates, and trusts

•
•
•
•

Accounting and back office support services
Accounting software solutions
Bookkeeping services
Estate planning

(925) 634-2344 • info@smeedcpa.com • www.smeedcpa.com
201 Sand Creek Road, Suite F, Brentwood, CA 94513

•
•
•
•

Financial statements
Payroll processing
Strategic business planning
Tax audit representation

