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"What Child is This?" is both the title and
opening lyric of an often-sung Christian hymn
that recounts the birth of Christ and how the
baby slept peacefully in Mary's lap. It is
commonly heard during the Christmas season
as millions of people celebrate that important
moment in time. Regardless of whether you are
a Christian celebrating Christ's birth, a Jewish
person celebrating the Festival of Lights during
Hanukkah, or another slice of the population
that is honoring something else, December is a
great time to reflect on the wonder of being
born into this world, and the journey that
everyone takes between the time they are born
and the time they die.

Having just finished my 65th year of existence
in October, and if I am so blessed, hopefully
being able to enjoy many more annual
passages in the future, I find myself being
thankful for the people around me, the
experiences I have had, and the opportunities
that have crossed my path during my journey.
Yes, there has been sadness, fear, worry,
stress and hardship along the way. But many
years ago, I heard someone wise (not me)
dispense advice that when you are fretting
about how bad something is, ask yourself,
"compared to what?" That small bit of wisdom
somehow always stays with me and has kept
me from going off the deep end of despair
many times. Let's face it -- in just a few minutes
of watching the evening news, reading the
headlines of a newspaper, or scanning world
events on the internet, one can easily become
engulfed in the tragedy that life seems to
regularly place in our paths.

So how do we try and make our respective
journey a bit less taxing and stay focused on
our blessings? Reflecting on the child inside
each of us is a good place to start.

Upon our birth, we have no idea what path we
will follow, and what obstacles we will face. A
blank canvas is there for us to paint.

Years ago, I also heard (not sure where)
another piece of wisdom that went as follows:
"God said to go and build a better world and I
said how? The world is such a cold, dark place,
there's nothing I can do. But God, in all his
wisdom, said, just build a better you." That's a
rather good way to live.

Much of life's journey is still ahead of us, which
makes this time of the year perfect for
reflection. Regardless of the holiday you are
celebrating, pause for a moment as you are
surrounded by loved ones, look in the mirror
and ask yourself, "What child is this?"

The answer you receive might be your best gift
ever.

Merry Christmas, Happy Hanukkah, and
holiday wishes to all of our friends and family!

- Ken, Dave, Dominic, Todd, Julie, Therese and
Maja

Page 1 of 4



Importance of Timing a Roth IRA Conversion: An Example
Conventional wisdom holds that if you convert a
traditional IRA to a Roth IRA, you should never
pay the conversion taxes from IRA assets. The
reason is that you'll be depleting IRA assets
that might otherwise be available to grow on a
tax-deferred basis. The withdrawal from a
traditional IRA to pay the conversion taxes is
also a taxable distribution, generating an
additional tax liability, requiring an additional
withdrawal, and so on--plus you'll generally pay
a 10% penalty if you're not yet 59½.

It's also conventional wisdom that converting a
traditional IRA to a Roth IRA is tax neutral so
long as income tax rates remain the same at
the time of conversion and after retirement.

Conventional wisdom isn't always right
But there's one scenario where conventional
wisdom may not apply. This is best explained
with an example.1 Let's assume the following:

1. You'll be 59½ or older as of January 1, 2015,
and you've had a Roth IRA for at least five
years. So you'll be eligible for tax-free and
penalty-free qualified distributions from your
Roth IRA in 2015.

2. You've decided that it's appropriate for you to
have more retirement assets in a Roth IRA.

3. You own a stock in your traditional IRA that
you anticipate could be a candidate for
higher-than-average gains. For example, let's
assume you own 10,000 shares of Acme
Pharmaceuticals, a highly speculative biotech
that has a drug pending before the FDA. The
shares are currently trading at $10. After
diligent research, you've determined that the
Acme stock could climb to as much as $50 if
the drug is approved by the FDA, but it is
equally likely to drop to $1 if not approved. The
FDA deadline for approval is October 1, 2015.
(For simplicity, we'll assume the Acme stock is
the only asset in your traditional IRA and that
you are converting the entire IRA.)

4. You want to convert your traditional IRA to a
Roth in 2015, before the potential appreciation
in Acme stock, but you don't have any cash
available to pay the conversion tax, or you
simply don't want to pay the conversion tax
from other (non-IRA) assets.

Now let's further assume that Acme's drug does
receive FDA approval on October 1, 2015, and
the stock does in fact jump from $10 to $50.

Result if you do not convert
If you did not convert your traditional IRA to a
Roth IRA, your traditional IRA would now hold
10,000 shares of Acme stock worth $500,000.
Again, for simplicity, let's assume you sell the
stock, your account now holds the $500,000

cash proceeds, and you make no further trades
or contributions to the account. Assuming you
earn 6% until your retirement in 10 years, your
account would grow to approximately $895,000.
Assuming a 28% federal income tax rate, the
after-tax value of your account would be
$644,705 at retirement.

Result if you do convert
Now let's assume you did convert your
traditional IRA to a Roth IRA before October 1,
2015. The stock was worth $100,000 at the
time of conversion, and assuming a 28% tax
rate, the federal income tax is $28,000, due
when you file your 2015 tax return. On October
1, when the drug is approved, the value of the
shares increases to $500,000. Again, for
simplicity, let's assume you sell the stock, your
account now holds the $500,000 cash
proceeds, and you make no further trades or
contributions to the Roth IRA.

On October 1 you also receive a tax-free
$28,000 qualified distribution from the Roth IRA
to pay the conversion tax (although technically
you wouldn't need to actually pay that tax until
April 15, 2016).2 Now your Roth IRA balance is
$472,000. Assuming the same 6% earnings
rate, after 10 years your IRA would have grown
to approximately $845,000--about $200,000
more than if you had not converted--even
though tax rates have remained constant and
you've paid the conversion tax from IRA assets.

There's no magic to this. You're simply
paying--from the Roth IRA--conversion taxes on
the stock before the appreciation, instead of
paying taxes on the fully appreciated value of
the stock in the traditional IRA at retirement.
But by paying the conversion tax from the Roth
IRA--instead of from the traditional IRA--you're
able to convert your entire traditional IRA,
keeping the funds in the Roth IRA (and
potentially benefitting from the hoped-for
appreciation) until you actually make a
withdrawal from the Roth IRA to pay the tax.

And you can always recharacterize if
things go wrong
But what happens if you turn out to be wrong,
the FDA does not approve Acme's drug, and
the stock drops to $1? Well, in that case, you
can simply undo the conversion. You have until
October 15, 2016, to recharacterize the Roth
IRA back to a traditional IRA, and for tax
purposes you'll be treated as though the
conversion never happened (with no resulting
tax bill, or a tax refund if you already paid taxes
on the conversion).

Before taking any specific action, be sure to
consult with your tax professional.

1 This hypothetical example
is not intended to reflect the
actual performance of any
specific investment, nor is it
an estimate or guarantee of
future value.

2 If you wait until April 15,
2016, to actually withdraw
funds from the Roth IRA to
pay the conversion taxes,
do you need to worry about
paying estimated tax on the
$100,000 of conversion
income? Technically, yes.
You might need to increase
your withholding on other
income, or make estimated
tax payments, as a result of
the conversion.

But keep in mind that there
are a number of important
exceptions to the estimated
tax payment rules. For
example, if your tax
withholding for 2015 is at
least equal to your 2014 tax
liability, you generally would
not be required to make
estimated tax payments, and
you would not be subject to
an underpayment penalty,
regardless of the amount of
your Roth conversion
income.
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Tips for Stress-Free Travel This Holiday Season
It's that time of year again--the dreaded holiday
travel season. And while overcrowded airports,
train stations, and roads, combined with the
possibility of inclement weather, can be a
recipe for disaster, there are some steps you
can take to make traveling this holiday season
a bit easier.

Pre-trip planning
• Travel "off-peak." There will always be certain

days and/or times that are busier than others
during the holiday season. As a result, you
may want to avoid peak travel times, such as
the day before Thanksgiving. By adjusting
your holiday travel schedule by just one day
or even a few hours, you might face fewer
crowds and decrease your travel time.

• Consider an alternate route. If you are
traveling by car, consider taking a longer,
less-traveled scenic route to circumvent
areas where traffic is usually heaviest. If you
are flying, avoid travel hubs with the most air
traffic. Instead, try searching nearby, smaller
airports to see whether they offer flights to
your destination. Smaller airports may offer
cheaper flights and often have fewer delays
and less traffic to and from the airport. You
can also try researching whether your airline
or flight is usually on time or late by checking
its on-time performance.

• Check in or print out boarding passes/tickets
beforehand. Today, many airlines and train
companies have streamlined the
boarding/ticketing process. If you're flying,
you may be able to select your seats and
complete the check-in process at home. If
you're traveling by train, consider purchasing
your tickets online and printing your ticket
vouchers before arriving at the station.

On the day of travel
• Travel lightly. Most airlines and trains have

restrictions on the number of carry-on or
check-in luggage passengers can bring. As a
result, only bring necessities and try to avoid
overpacking for your trip. In addition, consider
ordering any holiday gifts online and mailing
them ahead of time instead of bringing them
with you.

• Leave early. Whether you are heading to the
airport or train station or making the trip by
car, avoid the long lines and traffic by leaving
as early as possible on your scheduled day of
travel. If you're worried about waiting around
the airport or train station for too long, bring
your laptop or extra reading material to keep
yourself occupied.

• Have a plan B. Whether it's changing your
travel route to avoid traffic congestion or
dealing with a flight delay and missed
connection, you'll want to be prepared to
make adjustments to your travel plan. Having
an alternative plan in place can make it easier
to deal with any travel glitches that may arise
when you travel.

• Keep essential items on hand. Keep copies of
your travel itinerary, necessary photo
identification (e.g., driver's license, passport),
and medications on your person in case your
luggage is lost or delayed while en route to
your destination. You'll also want to make
sure that you have plenty of snacks and
beverages to help tide you over if you are
stuck in traffic or your train or flight is
delayed. Make sure that your electronic
devices (e.g., laptop, phone, e-reader) are
fully charged and bring chargers so you can
plug in, if necessary, at the airport or train
station. And if you are traveling with kids, be
sure to bring along plenty of toys/games to
keep them occupied.

• Stay connected. Whether it's real-time traffic
updates or information on flight or train
departures and arrivals, there are numerous
mobile apps that can help make travel more
efficient. Traveling by air? Check with your
airline to see if you can sign up for flight
status updates that go directly to your phone.
If you're heading on a road trip, check with
each state's highway authority to see which
ones provide mobile traffic updates.

• Be prepared for the worst. It's important to
remember that even the most well-thought
out travel plans may not proceed without a
hitch. A nasty nor'easter, air-traffic controller
strike, or even just bad luck could disrupt your
travel plans. The key is to stay calm and be
prepared for the inevitable travel mishap. In
the end, you will eventually reach your
destination and celebrate the holiday season
with family and friends.

Last year, over 94 million
Americans were expected to
travel during the year end
holiday season (Source:
American Automobile
Association, 2013/2014
Year-End-Holidays Travel
Forecast, December 2013).
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How can I save on my heating bills this winter?
According to the U.S.
Department of Energy, home
heating costs account for
about 45% of the average
American family's energy bills

(Source: U.S. Department of Energy,
December 2013). And with winter fast
approaching, now's the time to prepare for the
annual battle between the thermostat and your
wallet.

Fortunately, there are some relatively simple
steps you can take to help make your home
more energy efficient and help you save on
your heating bills this winter:

• Keep the heat in. To keep heat from escaping
your home, apply weather stripping and
caulking around drafty areas such as doors
and windows, and inspect storm doors and
windows for broken glass. Make sure that all
areas of your home are properly insulated,
especially attics, basements, crawl spaces,
and outside walls.

• Adjust your thermostat. Turning down your
thermostat even just a few degrees when you
go to bed or when you are not home can help
you save on your heating bills. To make it
easier, install a programmable thermostat

that will allow you to preprogram your heat to
a lower temperature at certain times of the
day.

• Utilize window treatments. Keep window
curtains, shades, and blinds open during the
day to allow sunlight in to warm your home,
and keep them closed at night to retain the
heat inside your home.

• Close the damper. To prevent heat from
escaping through a fireplace, keep the
damper closed when it's not in use. You can
also avoid further heat loss by refraining from
using the fireplace on extremely cold nights.

• Have your heating system serviced. Make
sure that your heating system is working
properly by having it serviced on an annual
basis. In addition, clean furnace filters, warm
air registers, baseboard heaters, and
radiators to ensure maximum heating
efficiency.

• Consider an energy audit. An energy audit
can offer tips on how to heat your home more
efficiently and save money on your energy
bills. Contact your utility company to find out
whether it offers free or discounted energy
audits, or visit energy.gov for more
information.
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