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The fireworks of the Fourth of July weekend
have already exploded in the dark night sky,
with children and adults alike marveling at the
dazzling display of light and color. It's a favorite
holiday for many -- not just because of the
fireworks, but because of the vital meaning
behind our country's birthday.

Dave and I were in Baltimore last week for a
workshop sponsored by Cambridge. Having
arrived a day early, I decided to walk around
the Inner Harbor area that has become a
popular destination for tourists and local
residents. The huge waterfront area is similar to
Chicago's Navy Pier in terms of activities,
restaurants, boats and amusements, but has
more space, fewer crowds, more to see and it's
very, very clean. It made for a very enjoyable
afternoon.

A tremendous amount of U.S. history was
captured in the harbor attractions: The
three-masted wooden warship, Constellation,
schooner Chesapeake, and WWII submarine,
Torsk were docked in the harbor. The pristine
visitor center situated along the harbor walkway
housed an array of 3-D displays depicting (a)
the War of 1812, (b) the writing of "The
Star-Spangled Banner" and (c) Baltimore's
involvement in the Civil War. The verbiage on
the dioramas referenced that many people
believe our national anthem is the result of the
Revolutionary War rather than the War of 1812,
with the latter often being referred to as the
"forgotten war." As I read line after line of the
history surrounding those events, I once again
came away extremely thankful for the sacrifices
made by past generations so that future
generations could live in a society based on
freedom. Our current soldiers still fight to
protect that freedom.

There is no doubt that the United States has
been less than perfect. Racism, gender
inequality, and the violation of basic civil rights
have too often been the norm. Power and
greed have caused some people to act in their
own self-interests rather than in what is fair,
decent or honest. But those sins are
attributable to the frailties of human nature
rather than to the design and intent of the U.S.
Constitution and Declaration of Independence.

Today, we find ourselves in very challenging
times. While there are millions of people who
would love to come to our land in pursuit of the
American Dream, there are also millions of
radicals who would prefer to see us wiped off
the face of the earth.

Amid those opposing ideological viewpoints are
economic and financial issues for us as a
country, combined with political in-fighting that
seems to have our system stalled on the tracks
as the train bears down on us.

Let's not lose sight of what our "independence"
really means and the sacrifices people made to
secure it. Let us pray that we can all find a
solution that brings us closer together rather
than be divided. In the absence of all of us
working towards that solution, there is the even
scarier risk of us losing the freedoms that most
people around the world can only dream of
enjoying. Let's not let that happen.

- Ken, Dave, Dominic, Todd, Julie, Therese and
Maja
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Charitable Gifts of Items You No Longer Need
If you have used clothing, household goods, or
a car that you no longer need, you may be able
to do good by contributing the property to
charity while obtaining an income tax deduction
for your charitable contribution. Subject to
certain limitations, the amount of your
charitable contribution is usually the fair market
value (the price that property would sell for on
the open market) of the property at the time of
the contribution.

Used clothing and household goods
You generally cannot take a deduction for
donations of used clothing or household goods
unless the property is in good used condition or
better. However, you can take a deduction for
used clothing or household goods that are not
in good used condition or better if the claimed
value is greater than $500 and you include a
qualified appraisal with your tax return.

The value of used clothing or household goods
is usually far less than what you paid for the
property. A good indication of the value of used
clothing is the price that a buyer would pay in
used clothing stores, such as consignment or
thrift stores. Used household goods may have
little or no value because of their worn
condition, or because they are out of style or no
longer useful.

Used cars
The value of a used car can usually be
determined using a used car pricing guide for a
private party sale. The price listed should be for
a car of the same make, model, and year, and
with similar options and accessories.
Adjustments may be needed for wear and tear,
and mileage.

However, your deduction for a donated car may
be limited to the amount for which the charity
then sells the car. This rule applies if the
claimed value for the car is over $500 unless:
(1) the charity makes a significant intervening
use of or material improvement to the car
before selling it; or (2) the charity gives the
vehicle, or sells it for well below fair market
value, to a needy individual to further the
organization's charitable purpose.

You must attach Copy B of Form 1098-C,
Contributions of Motor Vehicles, Boats, and
Airplanes, (or other statement from the charity
containing the same information) to your tax
return. Form 1098-C shows the gross proceeds
the charity received if the charity sold the car
and whether either of the two exceptions for
cars valued at more than $500 applies.

If the charity sells the car for $500 or less (and
neither of the two exceptions applies), your
deduction is generally limited to the lesser of
$500 or the car's fair market value on the date
of the contribution.

Other requirements
A receipt is generally required from the charity
for all noncash gifts. However, a receipt may
not be required where it is impractical to get
one (e.g., leaving clothing at a charity's
unattended drop site).

A written statement is required from the charity
acknowledging all noncash gifts above $250.
The acknowledgment must generally include a
description and good faith estimate of the value
of any goods or services (if any) you received in
return for your contribution. Your charitable
contribution deduction is reduced if you receive
something in return for your contribution.

An appraisal is generally needed when you
donate an item or group of items of property if
the claimed value is more than $5,000. You
must also complete Section B of Form 8283
and attach it to your tax return. Section B of
Form 8283 should be signed by both the
appraiser and a responsible officer of the
charity. However, you do not need an appraisal
for the donation of a car if the deduction is
limited to the gross proceeds of its sale by the
charity.

Limits on deductions
Charitable contribution deductions are generally
limited to 50% of your adjusted gross income
(AGI) (or 30% or 20% of AGI depending on the
type of charity and the property donated).
Disallowed amounts can generally be carried
over and deducted in the following five years,
subject to the percentage limits in those years.
If you donate property with a fair market value
that is more than your income tax basis in it
(not usually a concern when donating used
goods), your deduction is generally limited to
your basis in the property, except for capital
gain property when you use the 30% of AGI
limit.

The total of your charitable contribution
deductions and certain other itemized
deductions is limited (but not reduced by more
than 80%) if your adjusted gross income in
2014 is more than $254,200 (for single
taxpayers, $305,050 for married filing jointly
taxpayers).

Consult a tax professional
and visit the IRS website for
more information.
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Why Not Make Your Next Trip a Volunteer Vacation?
Is your idea of a perfect vacation spending time
alone on a beach with a good book? Or would
you prefer a more active vacation where you
are part of a group, constantly challenging
yourself, and using your talents and skills to
help others? If the latter sounds more
appealing, then a volunteer vacation might be
right for you.

Why take a volunteer vacation?
Having the chance to give back, meet new
people, form friendships, and immerse yourself
in a different culture are some of the top
reasons to take a volunteer vacation. And no
matter why and where you choose to travel,
you'll have experiences that are not available to
the average tourist.

A volunteer vacation also allows you to work
with others who share your interests. For
example, if you love the outdoors, you can work
with park rangers on a national parks project in
the United States or travel with a conservation
group to Peru. Or if you've always wanted to
work with children, you can find a service
project at an orphanage in Haiti, or volunteer at
a camp for children with special needs in
Hawaii.

Who can serve as a volunteer?
Whether you're a solo traveler, a retiree, a
student, a family with younger children, or a
grandparent with teenage grandchildren, you
can find a suitable volunteer opportunity. Many
vacations don't require any experience--just a
willingness to help and enjoy the camaraderie
of working with individuals from your host
community and members of your volunteer
group. However, you'll get more out of your trip
if you find one that matches your interests, skill
set, and stamina level. Though you can choose
to travel to a remote location or an
underdeveloped country, you can also make a
difference in a less adventurous setting. For
example, you can help teach English at a
school in a major city, work on an art
conservation project in a museum, or care for
injured animals at a zoo. The choice is yours.

What can you expect from your trip?
Trip length varies, but many last from one to
four weeks. During that time, you'll be expected
to devote a substantial number of hours to
project work.

Yet volunteer vacations aren't all work and no
play. Trips generally incorporate rest days or
leisure periods where you're free to explore on
your own or participate in a group tour, giving
you unique insight into the area and a chance
to unwind.

How much will your trip cost?
Some people are surprised to learn that there's
a cost associated with volunteering, but you'll
generally need to pay for your own travel
expenses. Your trip may cost hundreds or
thousands of dollars, depending on your
destination, itinerary, and accommodations.

You may be able to offset part of the cost of
your trip by deducting certain trip-related
expenses when you file your federal income tax
return. To get any tax benefits, your trip must
be sponsored by a qualified organization (check
with the charity or the IRS); the personal
element of your trip must be insignificant (i.e.,
the time spent on pleasure, recreation, or
vacation); and you must itemize your income
tax deductions. You can generally deduct
actual unreimbursed costs related to your
volunteer service (such as airfare, lodging, and
meals) but you can't deduct the value of your
time or services. These are just general
guidelines--for more information, ask your tax
advisor and review IRS publication 526,
Charitable Contributions.

What questions should you ask?
Before you sign up for a volunteer vacation, it's
very important to make sure that you're
traveling with an organization you trust. Trips
may be sponsored by churches, national or
global nonprofit volunteer organizations, or
for-profit companies. Here are some of the
questions you should ask before signing up.
Some of this information may be found in
literature provided by the sponsoring
organization:

• How long has the group or organization been
conducting volunteer vacations?

• How large is the volunteer group?
• How experienced are the team leaders? How

well do they know the culture and the area?
• Will training be necessary, and if so, when

and where will it be provided?
• What does the trip fee cover? Airfare?

Meals? Transportation to the work site?
• Are costs or fees refundable? Make sure you

read all policies and understand what will
happen if you're unable to travel.

• What about insurance? You may be asked to
provide proof of health insurance, or if
traveling overseas, purchase medical and
emergency evacuation coverage.

• How do you prepare, and what will you need
to bring? You should be given a checklist of
tasks to complete before your trip, and
packing guidelines.

One option for finding
volunteer vacation
opportunities in the United
States or overseas is the
nonprofit organization Just
Give. To view a list of
resources for potential
volunteers, visit the
organization's website,
www.justgive.org.
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Is there a new one-rollover-per-year rule for IRAs?
Yes--starting in 2015.

The Internal Revenue Code
says that if you receive a
distribution from an IRA, you
can't make a tax-free (60-day)

rollover into another IRA if you've already
completed a tax-free rollover within the
previous 12 months. The long-standing position
of the IRS, reflected in Publication 590 and
proposed regulations, was that this rule applied
separately to each IRA you own.

Using an IRS example, assume you have two
traditional IRAs, IRA-1 and IRA-2. You take a
distribution from IRA-1 and within 60 days roll it
over into your new traditional IRA-3. Under the
old rule, you could not make another tax-free
60-day rollover from IRA-1 (or IRA-3) within one
year from the date of your distribution. But you
could still make a tax-free rollover from IRA-2 to
any other traditional IRA.

Recently a taxpayer, Mr. Bobrow, did just what
the example above seemed to allow, taking a
distribution from IRA-1 and repaying it back to
IRA-1 within 60 days, and then taking a
distribution from IRA-2 and repaying it back to
IRA-2 within 60 days. Unfortunately for the
taxpayer, the IRS decided this was no longer

the correct interpretation, and told Mr. Bobrow
that his transactions violated the
one-rollover-per-year rule. The case made its
way to the Tax Court, which agreed with the
IRS and held that regardless of how many IRAs
he or she maintains, a taxpayer may make only
one nontaxable 60-day rollover within each
12-month period.

Not surprisingly, the IRS has announced that it
will follow the Bobrow case beginning in 2015
(more technically, the new rule will not apply to
any rollover that involves a distribution
occurring before January 1, 2015). For the rest
of 2014 the "old" one-rollover-per-year rule in
IRS Publication 590 (see above) will apply to
any IRA distributions you receive. But keep in
mind that you can make unlimited direct
transfers (as opposed to 60-day rollovers)
between IRAs--these aren't subject to the
one-rollover-per-year rule. So if you don't have
a need to actually use the cash for some period
of time, it's generally safer to use the direct
transfer approach and avoid this potential
problem altogether.

(Note: The one-rollover-per-year rule also
applies--separately--to your Roth IRAs.)

Have the rules for 401(k) in-plan Roth conversions
changed?
Yes. Thanks to the American
Taxpayer Relief Act of 2012
(ATRA), the rules for making
401(k) in-plan Roth

conversions have gotten substantially easier.
(These rules also apply to 403(b) and 457(b)
plans.)

A 401(k) in-plan Roth conversion (also called
an "in-plan Roth rollover") allows you to transfer
the non-Roth portion of your 401(k) account
into a designated Roth account within the same
plan. The amount you convert is subject to
federal income tax in the year of the conversion
(except for any nontaxable basis you have in
the amount transferred), but qualified
distributions from the Roth account are entirely
income tax free. The 10% early distribution
penalty doesn't apply to amounts you convert
(but that penalty tax may be reclaimed by the
IRS if you take a nonqualified distribution from
your Roth account within five years of the
conversion).

While in-plan conversions have been around
since 2010, they haven't been widely used,
because they were available only if you were
otherwise entitled to a distribution from your

plan--for example, upon terminating
employment, turning 59½, becoming disabled,
or in other limited circumstances. But in that
case, you already had the option of rolling your
funds over (converting) into a Roth IRA.

ATRA eliminated the requirement that you be
eligible for a distribution from the plan in order
to make an in-plan conversion. Now, if your
plan permits, you can convert any vested part
of your 401(k) plan account into a designated
Roth account regardless of whether you're
otherwise eligible for a plan distribution. The
IRS has also just recently issued regulations
that provide additional clarity on how in-plan
conversions work.

Caution: Whether a Roth conversion makes
sense financially depends on a number of
factors, including your current and anticipated
future tax rates, the availability of funds with
which to pay the current tax bill, and when you
plan to begin receiving distributions from the
plan. Also, you should consider that the
additional income from a conversion may
impact tax credits, deductions, and phaseouts;
marginal tax rates; alternative minimum tax
liability; and eligibility for college financial aid.
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