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The Obama administration is preparing to
re-propose a Department of Labor rule

to redefine which financial advisers must act
as fiduciaries when providing advice to

retirement investors. While the proposal is not yet public,
indications are that it will be hostile to many advisers and the
middle-class clients they serve. 

In a speech delivered at AARP headquarters, President Barack
Obama stated that some financial professionals are “selling
snake oil” and bilking their retirement clients out of billions of
dollars per year. By implication, he zeroed in on advisers who
receive commissions. 

His argument is not convincing. Studies show that consumers
who receive professional financial advice grow their retirement
savings faster than those who go it on their own. Existing laws
and regulations protect consumers from fraud and
inappropriate practices. The products and services provided by
advisers receiving commissions have helped tens of millions of
American families obtain financial security and maintain needed
income throughout their retirement years. 

So why does the administration feel the need for such an
aggressive assault on the financial advisory profession? Well,
we've been down this road before. And, frankly, the first time
was a fiasco for the administration.

In 2010, the DOL proposed and quickly withdrew a fiduciary
rule that met widespread opposition from both Republicans and
Democrats in Congress. Former Rep. Barney Frank, D-Mass.,
said at the time that any DOL fiduciary rule should “not have
adverse effects on the choices available to consumers,
municipalities and pension plans, among others,” and he
strongly urged DOL to withdraw the rule. 

The forthcoming DOL rule could also reduce consumer choice.
While the administration claims that the rule will allow
commissions and revenue sharing, it also has implied that the
DOL may alter the definition of those terms. For example,
commissions may be permitted, but only if they are level across
all investment options. Stakeholders were not included in the
development of the proposal so we have not seen the exact
language. It's disconcerting that the president referred to
“backdoor payments,” which seems to be a code word
disparaging commissions. When you cut through the rhetoric,
the rule seems likely to focus on how advisers are compensated,
rather than whether consumer interests are served. 

To prepare for round two, the administration has done an
effective job of divide-and-conquer, pitting one group of financial
professionals against another. Registered investment advisers
who now operate under a fiduciary standard typically serve
wealthier clients and receive fees and/or a percentage of clients'
assets under management. 

Registered representatives, who would be affected by the new
DOL rule, already are tightly regulated by the Financial

Industry Regulatory Authority Inc. and closely monitored by
their broker-dealers. They must collect detailed information
about their clients and clients' investment goals and provide
products that are suitable. They often serve middle-market
investors and receive commissions. 

The pro-fiduciary crowd has boiled the fiduciary issue down to
a simple sound bite: “Working in the client's best interests.” It's
effective and has helped them in the public relations battle over
the DOL rule. But, let's not mistake what we're really talking
about: The DOL proposal will heap additional regulation on
some of the most tightly regulated financial professionals on the
planet. And the consequences will impact their clients
profoundly.

Many middle- and lower-income American families cannot
afford the fees charged by wealth managers. Or they lack the
investment assets, often $250,000 or more, which RIAs require
for clients who pay a percentage of assets under management.
It's not clear under the administration's vision where these Main
Street Americans would turn for advice. It's likely they would
have nowhere to turn. 

The president, in his AARP speech, presented the new layer of
DOL regulation as “Wall Street Reform.” But the unintended
consequences will reach far beyond Wall Street. More than 30
million American households have retirement savings in
commission-based accounts, according to research by Oliver
Wyman Inc. More than 7 million of those have balances too
small to qualify for typical advisory accounts. For the remainder,
shifting to fee-based accounts would increase their direct costs
by an average of 73% to 196%, according to the research. 

There is no “typical” investor. It is important for all investors
to have choices about how they obtain financial advice. One
investor may be better served paying an upfront fee, while
another may fare better paying a percentage of assets under
management, while many others may come out ahead paying
commissions. 

I have worked with clients for years whom I may no longer be
able to help achieve their retirement goals if the government
forces me to switch to a model that doesn't suit their needs or
interests. It's a shame, because based on the relationships we've
developed, I understand my clients' interests as well as anyone. 

Regulations are important to protect consumers and to ensure
their continued faith in their financial advisers. But those
regulations have to be smart and address real problems. They
need to avoid unintended consequences. They should not be
based on cynical assumptions that honest advisers need the
government to tell them to look after their clients' best
interests.

Information compiled by Ken Marinace

From Ken’s Desk

Obama’s Fiduciary Plans Would Restrict Access to Advice



Every year, the IRS kicks off tax season with a list of their
“dirty dozen”  tax schemes and how to avoid them. When it
comes to sheltering money from taxes, the line between what is
legal and illegal can be very thin and takes an experienced
advisor to navigate.

1. ‘IRS’ calling A recent upsurge of calls purportedly from the
IRS have targeted vulnerable people, threatening arrest if cash
were not sent to callers.

2. Now I’m you  In fiscal 2014, the IRS said, it initiated 1,063
identity theft-related investigations.

3. Think before clicking Phishing schemes are typically
carried out through unsolicited emails or a fake website posing
as a legitimate one.

4. Let Me Help You  Dishonest tax preparers promise overly
large refunds to their unsuspecting marks.

5. Maximizing Tax Credits  Some taxpayers include income
they never earned in order to maximize refundable credits.

6. Hide That Income  Filing a phony information return is an
illegal way to lower the amount of taxes an individual owes.

7. Claim a Bigger Refund  Scammers dupe people into making
claims for fictitious rebates, benefits or tax credits, charging
good money for very bad advice.

8. Trust Me, I’m Charitable  It is common for scam artists to
impersonate charities in the wake of natural disasters to get
money for information for disaster victims.

9. Stashing Cash Offshore  The IRS acknowledges there are
legitimate reasons for maintaining financial accounts abroad,
but reporting requirements need to be fulfilled.

IRS’ 12 Tax Scams to Avoid in 2015: The Dirty Dozen

Pursuant to the SEC Brochure Rule 204-3, of the Investment Advisors Act of 1940,
advisers are required to deliver a copy of the ADV, Part II to every adviser client on an
annual basis (within 120 days after the end of your fiscal year and without charge, if
there are material changes in your brochure since your last annual updating
amendment.)
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10. Abusive Tax Shelters  The abusive tax schemes have
evolved into sophisticated strategies that take advantage of the
financial secrecy laws of some foreign jurisdictions.

11. Fill ‘Er Up  The fuel tax credit is generally limited to off-
highway business use or use in farming, and so is not available
to most taxpayers. 

12. Have You Heard the One About…  The IRS said
promoters of frivolous schemes encourage taxpayers to make
unreasonable and outlandish claims to avoid paying the taxes
they owe. 

Source: ThinkAdvisor.com

By the Numbers

1. AWASH IN OIL - The storage of US crude oil reached a
record 482.4 million barrels as of Friday 4/03/15, the 13th
consecutive week that a record total has been set. The 482.4
million barrels are separate from any oil stored in the
"Strategic Petroleum Reserve" which has a capacity of 727
million barrels (source: Department of Energy).

2. DOMESTIC PRODUCTION - US crude oil production hit
9.404 million barrels a day for the week ending Friday
4/03/15, the highest total of crude oil generated domestically
since November 1972 when US producers were turning out
9.426 million barrels a day. The US peak (10.044 million
barrels a day) in crude oil production took place in November
1970 (source: Department of Energy).

3. THEM TOO - Saudi Arabia produced 10.3 million barrels of
oil a day during March 2015, an all-time production record
for the largest OPEC oil producer. Their previous record was
10.2 million barrels a day set in August 2013 (source: Financial
Times).

4. NOT UP TO SNUFF - The 75-year (1940-2014) average
growth rate of the US economy (i.e., GDP annual growth
rate) is +3.6% per year. However, the actual growth rate of
the US economy has reached +3.6% or greater in only 1 of
the last 14 calendar years (source: Commerce Department).

5. TAXES THEY ACTUALLY PAY - The estimated 119 million
taxpayers from tax year 2015 (i.e., returns that will be filed
in 2016) reporting adjusted gross income up to $75,000 will
collectively pay zero federal income tax (with an estimated
26 million taxpayers in this group receiving cash back due to
refundable credits such as the Earned Income Tax Credit)
but will pay $310 billion of payroll taxes (source: Joint
Committee on Taxation).

6. NICE INCOME - To rank in the top 1% of all wage earners
(for tax year 2012) required an adjusted gross income level
of $434,682 (source: Internal Revenue Service).

7. CALL ME MAYBE - Major league baseball (MLB) began the
2015 regular season on 4/05/15. The first opening day for
MLB was in April 1876 (139 years ago), just 1 month after
Alexander Graham Bell patented the telephone in March
1876 (source: MLB).



New Inductee to the CFS Golden Circle.
Pictured are Ken Marinace with Dave
and Carolyn Lessley.
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CFS Golden Circle - Clients for 20 years or longer

HAPPY BIRTHDAY

Annette Alender
Kathy Allie
Connie Alvero
Irv & Zel Bagley
Dr. Martin Barmatz &

Carolyn Small
Dave Bochard
Steve & Lynne Brener
Kelley Brock
Joan Bruner
Jim Burgess
Harlene Button
Barbara Chasse
Philip Clements & Claudia

Squibb
Louis Darin
Dr. George & Oleta Diamond
Joe & Liz Dilibert
Rita Dillon
Marshall & Mimi Drucker
Jim Dyrness
Reg & Jan Fear
Horace & Betty Jean

Fernandez

Jim & Kathy Forman
Imre & Patricia Foti
Susan Gardner
Ralph Gerrard & Susan

Leeper
Valerie Giudici
Vorda Gordon
Dr. Stuart Grant
Helena Gratland & Bob

Mazzocco
Connie Greenberg
Eunice Greenwood
Harry & Karen Griffin
Dennis Hall & Evelyn

Rollins
Chuck Hardinghaus 
Bill & Elinore Hedgcock
Harley & Alice

Higginbotham
Dr. Craig & Jeannette Hoeft
Pamela Hoey
Lilo Holzer
Mike & Gwen Houlemard
Daina Johnson
Rich & Donna Johnson

Mitch & Lorraine Kaye
Spencer & Nancy Kindorf
James & Julia Kinmartin
Emil & Chiching Klimach
Loraine Leach
Jack Leahy
Dave & Carolyn Lessley
Jane Lloyd
Dr. Ken & Carmen Luk
Harry & Carol Mackin
Jay & Nancy Malinowski
Al Maskell
Randy & Pat Maskell
Dr. Peter & Juliane McAdam
Dr. Jeanine McMahon
Bob & Barbara Moering
John & Mary Morrow
Roland & Vonda Neundorf
Dave & Pat Newsham
Bruce & Vicki Oldham
Dr. Eugene Orlowsky
Leora Ostrow
Al Roeters
Debbie Ruggiero

Ken
Ken@cfsburbank.com
Phone: 818-846-8092, ext. 3

Anna
Anna@cfsburbank.com
Phone: 818-846-8092, ext. 6

Lisa
Lisa@cfsburbank.com
Phone: 818-846-8092, ext. 3

Martha
Martha@cfsburbank.com
Phone: 818-846-8092, ext. 4

Chandler
Chandler@cfsburbank.com
Phone: 818-846-8092, ext. 8

Artimus
Artimus@cfsburbank.com
Phone: 818-846-8092, ext. 21
(Clients A-K)

Sangeeta
Sangeeta@cfsburbank.com
Phone: 818-846-8092, ext. 5
(Clients L-Z)

Staff Contact Info
MAY

1 - Nick Braun
2 - Ariel Carpenter
4 - Stephanie Hope
4 - Wayne Orr
7 - Galen Petoyan
7 - Marci Watson
8 - Jane Lloyd
8 - Karen Griffin
8 - Jeff Brown
9 - Doug Bremner

10 - Roland Neundorf
12 - Bob Siecke
12 - Joanne Petoyan
14 - Daniel Gollnick
16 - Clovis Lofton
17 - Kathy Forman
17 - Tony Wade
18 - Mimi Drucker
18 - Thora Leiken
23 - Joseph (Joe) Volkmar
24 - Pearl Ruggiero
25 - Loren Jonkey
25 - Marty Barmatz

25 - Jeannette Hoeft
27 - Egil Quist
27 - Kelly Bennett
30 - Susan Leeper
31 - Vinnie Campisi
31 - Linda Vanlaw

JUNE
1 - Craig Braun
2 - Vorda Gordon
3 - Antonio Luisoni
4 - Doug Froeberg
4 - Rebecca Galdos
5 - Wayne Wilks

11 - Lorraine Leach
11 - Carolyn Small
12 - Zel Bagley
12 - Thomas Darin
13 - Linda Stempel
14 - Marilyn Graves
14 - Sylvia Keller
14 - Sam Sedhom
14 - Diane Schoolsky
14 - Peter W. Moyer

15 - Nat Rubinfeld
15 - Elizabeth Lucas
15 - Susan Siess
17 - Lou Darin
17 - Stanley Adelman
18 - Bill Southern
18 - Dorothy Fulgoni
19 - Alma Rubinfeld
19 - Liz Dilibert
19 - Diane Beekman
19 - Dennis Hall
21 - Patricia Banuilos
22 - Jeff Rosell
23 - Gwen Houlemard
24 - Alice Higginbotham
24 - Pete Vanlaw
25 - Jim Dyrness
26 - Jack Ryan, Jr.
27 - Janis Malone
29 - Laraine Kaye
29 - Rich French
29 - Richard Plank
30 - Robert Ackerman

Joe & Pearl Ruggiero
Louise Sanchez
Earle Sanders
Evelyn Schirmer
Bob & Cindy Sieke
John & Dianne Simes
Louise Sirianni
Carole Steen
Mitch & Ilona Stein
Giselle Temmel
David & Kellye Wallett
Jeff & Pam Wheat
Don & Lorraine White
Jack & Teena Wolcott
Toby & Carole Zwikel
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Anna’s Recent Read: Is age 70 the new 65?

Due to increases in Social Security's
delayed-retirement credit, the real
retirement age is now 70, according to
a recent research paper from the
Center for Retirement Research at
Boston College. 

Social Security benefits increase by 8% per year for every year
a worker defers claiming benefits beyond full retirement age up
to 70. For those whose full retirement age is 66, delayed-
retirement credits can boost maximum Social Security benefits
to 132% of the full retirement age amount if collected at 70. 

Although eligible workers can still claim benefits as early as 62,
their benefits are reduced by 25%, trimming a $1,000 monthly
benefit at 66 to just $750 if claimed at 62. Waiting until 70 to
collect benefits increases the monthly amount to $1,320, plus
any intervening annual cost-of-living adjustments. 

“Given that Social Security is a particularly valuable type of
income — inflation-adjusted and lasts for a lifetime — it
generally makes sense for workers to postpone claiming as long
as possible to get the highest monthly amount, assuming they
are in good health for their age,” Alicia Munnell, the center's
director, wrote in the paper. 

“The level of monthly benefits at 70 appears appropriate, given
the increased deduction for Medicare premiums, the greater
taxation of benefits, the declining importance of the spouses'
benefit and the diminished sources of other retirement income,”
Ms. Munnell wrote. “In that regard, 70 has become the new 65.” 

But there can be a world of difference between theory and
reality. 

It seems a no-brainer to have to delay benefits until 70, however,
it might not be the case for two highly compensated spouses.

With two highly compensated spouses, the second spouse, upon
reaching full retirement age, would be better off collecting her

own retirement benefits rather than filing a restricted claim for
spousal benefits only, allowing her to collect half her husband's
benefit amount and then waiting until 70 to collect her maximum
retirement benefit. 

One may think that it is better while the later approach may be
beneficial if they both live long lives, it will require spending
more assets. If one spouse dies, they will never benefit from
delaying their Social Security, but they will have already spent
down the assets needed for the higher benefit.

Another recent study, this one from the National Bureau of
Economic Research, In a two-earner couple, the gains from
deferring the primary earner's benefit are greater than the
gains from deferring the secondary earner's benefit. 

Also low interest rates increase the present value of delayed
retirement benefits. 

Primary earners with average life expectancy might want to
delay benefits to age 70 to maximize expected present value.

Maximizing the retirement benefit of the primary earner has
an added advantage: It locks in a substantial survivor benefit
for the remaining spouse. 

We at CFS, can help analyze the timing of when to elect social
security benefits.

Information compiled by Anna Luke

Here is Anna attending JP
Morgan Asset Management
Investment Forum in Los
Angeles in March 2015. Pictured
with Bob Fields, Fixed Income
Portfolio Strategist and Iain
Stealey, Portfolio Manager,
Head of Global Aggregate
Strategies within the Global
Fixed Income, Currency &
Commodities (GFICC) group.

Both spouses may not need to wait that long for Social Security benefits

In the last year, unemployment dropped,
stocks did okay and gas prices plunged.
Americans got richer, so what did we do to
celebrate?  We paid down our mortgages.  

As the new worth of U.S. households rose
5.2% last year, to $82.9 trillion, new
Federal Reserve data show the value of
outstanding mortgages fell slightly in the
same period.  Homeowners now own
54.5% of their real estate, up from less
than 40% three years earlier.

Meanwhile, most other kinds of debt are
up only slightly.  The Fed’s measure of
consumer credit rose $218.4 billion last
year, to $3.3 trillion.  The strongest
growth in debt is confined to two areas,
student loans and auto loans, which

Americans Acting Responsibly?

accounted for more than 80% of the rise.

Americans also saved more last year,
adding 6% more cash to bank and money-
market funds, Fed data show.  Stock and
mutual fund assets also rose along with
the bull market.

Homebuilders and retailers, of course,
would prefer that consumers start
spending that money on new homes and
better wardrobes, either of which would
accelerate the economic recovery.

The rate of homeownership is at a 20-year
low, according to data from Bank of
America.  It’s even worse for young
people.  The rate for those in their early
30s has dropped to 47.1% from 57.2%
since 2004.

“The mortgage market is functioning
almost as if Lehman Brothers just
collapsed,” Said Michael Englund of
Action Economics.

If banks started lending more freely, or
millennials started househunting, the
economy would get a big boost.  Then
again, consumers’ sobriety is also a sign
that the U.S. economy may have years
more to expand before the risk of
recession, said OppenheimerFunds
economist Jerry Webman.

“We’re not getting to the point of excess,”
he said.

Source: Investment News
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Brain Teaser #81 – “How Old?”

Use your
smartphone
to visit our
website!The first person with the correct answer will receive an American Express gift card.

Please email your answer to Martha at martha@cfsburbank.com.

Brain Teaser #80 – 
“How’s the Weather?” (Answer)

The missing letter is ‘O’... The rain in
Spain falls mainly on the plain. 

The first person with the correct
answer came from Jacqueline Luk
Congratulations, Jacqueline!

This marks the third newsletter of the
year. To celebrate we are taking a look at
the ways in which the number three looms
large in our lives.

Counting to Three

Why do we count to three—not ten—
when lining up for a footrace? It’s the
minimum amount necessary for our
brains to establish timing. The first two
counts set the rate for the third. In other
words, it’s the quickest way to prevent
headstarts.

Rule of Three

Nick is one-fourth his grandfather’s age.  

Five years ago he was one-fifth his grandfather’s age.  

How old are Nick and his grandfather now?
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Arguments

There’s a name for all that yelling—the
Hegelian Dialectic. It describes the three
stages of any verbal clash: the thesis (or
initial argument), the antithesis (or
reaction) and synthesis (or the moment
when everyone calms down).

Comic Triple

Nothing is less funny than analyzing
comedy. But there is one scientific truth
about laughter: Our minds are hardwired
to best remember jokes delivered in a
concise pattern. Which in comedy club

terms amounts to a setup, a level of
anticipation and a punchline.

Diving’s Rule of Thirds

In SCUBA, the Rule of Thirds states that
one-third of a diver’s gas should be used
for the outward journey, one-third for the
return and one-third as an emergency
reserve. Safety first.

The B.L.T.

Bacon. Lettuce. Tomato. Three
exceedingly simple ingredients. But
damn, if it isn’t a perfect combination.

Source: Internet
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