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One of the reasons our cli-

ents say they choose to do 

business with us is that we 

make them feel involved, 

informed and educated 

about their financial lives.  As 

your wealth management 

partners, we feel that the 

more educated you are about 

your financial issues the 

more likely you are to be 

successful at addressing 

them.  Education about cur-

rent financial topics should 

not only be for our clients, 

but for us as well.   

 

One of the many reasons it is 

fantastic to be affiliated with 

a broker/dealer like HD Vest 

Financial ServicesTM are the 

wonderful educational opportu-

nities they offer us as advisors.  

Recently Pat & I were privileged 

to attend CONNECT-2015, HD 

Vest’s annual conference; this 

year held in Dallas, TX.  The 

conference spanned four days, 

and offered a robust menu of 

speakers, classes and opportu-

nities to network with other top 

financial advisors at HD Vest.  

What a fantastic chance for us 

to stay on informed about new 

product offerings, integrate best 

practice ideas and be inspired 

to find unique ways to assist our 

clients strive toward their life 

goals with financial dignity! 

 

The conference opened this 

year with our CEO recapping 

and detailing issues within the 

industry, and then sitting down 

for an hour-long interview with 

the 43rd President of the United 

States, George W. Bush!  The 

theme of this year’s conference 

was LEAD, and who better to 

demonstrate the intricacies of 

leadership than a former lead-

er of the free world?   

 

Throughout the rest of the 

conference, we had opportuni-

ties to speak with and hear 

from product sponsors on the 

latest and greatest tools in the 

investment landscape.  We 

were able to sit down with 

leadership at HD Vest to ask 

questions and make sugges-

tions on improvements to help 

us be more effective in our 

partnerships with you.  Finally, 

there were keynote presenta-

tions purely to inspire creative 

thinking and collaboration 

within our practices all to help 

our clients down the path to-

ward success in their financial 

lives.   

 

We are pleased to be affiliated 

with HD Vest, and we are con-

fident that the knowledge 

gained through the conference 

will go a long ways toward 

helping us “CONNECT” with 

you! 
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Unfortunately, part of work-

ing hard is paying taxes.  

However, why pay more than 

you should.  If you could ana-

lyze your 1040 what opportu-

nities for tax saving would 

you find?   

 

Using our “1040 Analyst” 

tool, we can help look for 

opportunities for improve-

ment.  It helps bring into 

focus areas of concern and 

helps prioritize these areas 

to work toward your life’s 

goals.   

* The “1040 Analyst” can 

unlock potential areas for tax 

savings, but also help you 

plan for  retirement.   

* When it comes to manag-

ing your investment assets, 

taxes should be a major con-

cern.  When was the last time 

a thorough tax review of your 

portfolio? 

* Do you have concerns 

about the cost of sending 

your children, and/or grand-

children to college?  Where 

are you in the education 
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* When was the last time you 

did a thorough beneficiary re-

view and updated your will or 

trust? 

* How do you feel about your 

cash flow and overall debt 

management? What interest 

rate are  you currently paying 

on your home mortgage?  

Should I pay off my mortgage 

before I retire? 

 

It is our job to help look for 

ways to improve your overall 

financial well-being.  At Willis & 

Machnik Financial Services we 

believe an understanding of 

your tax situation is critical to 

helping you reach your goals.  

Call us today for a review of 

your 1040.   
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planning process? 

* When was the last time you 

reviewed your business retire-

ment plan options?  How about 

your succession plan? 

* Insurance – do I have enough 

or too much? Will my family be 

taken care of if I am not around?  

How will my business partners 

buy out my interest? 

Net Unrealized Appreciation 

As advisors we sometimes 

come across interesting and 

challenging retirement cases 

with a lot of moving parts. I 

had an interesting case that 

I’d like to share, so let’s get 

technical…  

 

I met with an executive of a 

local company who had a 

large position in her employ-

er’s common stock that was 

highly appreciated in her 

qualified retirement plan. The 

question became, how can 

we best distribute the stock 

to her advantage?  

 

We ended up using a little 

known IRS rule; Net Unreal-

ized Appreciation… 

 

Net Unrealized Appreciation 

(NUA) is an IRS rule that al-

lows only the cost basis 

(amount originally paid) of 

the company shares to be 

subject to tax at the time of 

distribution. The difference 

between the cost basis and 

the stock’s current value, the 

NUA is not subject to tax until 

the stock is sold. This differ-

ence is not subject to an 

early withdrawal penalty. 

Instead, when the stock is sold it 

is subject to the prevailing capi-

tal gain tax rate which may be 

significantly lower than ordinary 

income tax rates. 

 

Qualifying for Net Unrealized 

Appreciation Treatment 

 

Individuals must meet all of the 

following criteria to take ad-

vantage of the NUA rules: 

•Distribute the entire vested 

balance in the plan within one 

tax year. 

•Take the distribution of compa-

ny stock in kind and transfer it to 

a non-IRA account. If there are 

any non-company stock assets in 

the account, those assets may 

be rolled to an IRA. If the compa-

ny stock is rolled into an IRA, 

then the ability to use the NUA 

tax treatment is lost. 

 

The individual must have experi-

enced one of the following: 

1. Separation of service from the 

company whose plan holds the 

stock (except in the case of self-

employed workers) 

2. Reach age 59 ½ 

3. Total disability (for self-

employed workers only) 

4. Death 

 

When to Use Net Unrealized Ap-

preciation: 

  

The following factors determines 

if it is more beneficial to roll the 

company stock into an IRA or to 

transfer it separately into a 

taxable account. 

• Tax rate: NUA tax treatment 

will work best for taxpayers 

that have a significantly higher 

ordinary income tax rate ver-

sus their capital gains rate. 

• Appreciation of the stock: 

NUA rules work best when 

there is a large amount of ap-

preciation over cost basis of 

the stock. 

• Distribution time horizon: If 

distributions are to be taken 

immediately, then the NUA 

election is more attractive. 

• Leaving the stock to heirs: If 

an individual wants to leave 

the company stock to their 

heirs, NUA is more attractive. 

 

NUA treatment can save tax-

payers a significant amount of 

federal tax due on the sale of 

appreciated company stock 

that was acquired in an em-

ployer’s retirement plan. But, 

because this is such a complex 

strategy, it requires careful 

planning steps to execute. It is 

not for every retiree.  

 

Sources: 

Internal Revenue Service Bulletin 

2013-51, December 2013; IRS 

Publication 575 

Income tax maybe subject to some 

state and local tax, as well as the 

alternative minimum tax. This 

information does not constitute tax 

advice, please consult your tax 

advisor for complete information. 

Employees that withdraw funds in 

a 401(k) plan or IRA pre 59 ½ may 

have to pay a 10% penalty tax in 

addition to any regular income tax. 
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