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From Anna’s Desk:  
The Lowdown on Capital Gains Tax Rates

Selling taxable investments held for
more than a year has tax implications.
Long-term gains from the sale of
stocks, mutual funds and other capital
assets are taxed favorably at 0%, 15%
or 20% compared with the top 37% tax
rate on ordinary income. 

These rates for long-term capital gains
are based on set income thresholds that
are adjusted annually for inflation. For
2020, the 0% rate applies to taxable
income of up to $40,000 on single
returns, $53,600 for head-of-household
filers and $80,000 for joint filers. The
20% rate starts at $441,451 for single
filers, $469,051 for heads of household
and $496,601 for joint filers. The 15%
rate is for taxable incomes between the
0% and 20% break points. These rates
also apply to qualified dividends. Short-
term gains from the sale of assets held
for a year or less are taxed at ordinary
income rates. 

Single taxpayers with modified
adjusted gross incomes over $200,000
and joint filers over $250,000 owe a 3.8%
surtax on net investment income, on top
of the 15% or 20% capital gains rate.
The surtax is due on whichever is
smaller: NII or the excess of modified
AGIs over the set income thresholds.
NII includes, among other things,

taxable interest, dividends, gains,
passive rents, annuities and royalties. 

For 2020, if taxable income other than
long-term capital gains or dividends
does not exceed $40,000 for singles or
$80,000 for joint filers, then dividends
and long-term capital gains aren’t taxed
until they push you over those
thresholds. Here are three scenarios to
illustrate the rules. In the three
examples, we have a married couple
with $12,500 of qualified dividends and
long-term capital gains, which are
included in taxable income. In the first
example, the couple has $65,000 of
taxable income. 

The full $12,500 of gains and dividends
are taxed at 0%. Now assume the couple
has taxable income of $86,000; $6,500 of
the gains and dividends ($80,000 -
($86,000 - $12,500)) is taxed at 0%,and
$6,000 is taxed at 15%. If the couple
instead has $110,000 of taxable income,
the 0% rate doesn’t apply, and the full
$12,500 of gains and dividends is taxed
at 15%. 

A few notes of caution: Gains and
dividends taxed at 0% do raise your
adjusted gross income. Also, your state
income tax bill may rise, as many states
tax gains as ordinary income. 

You may have heard about indexing
capital gains for inflation. This
intriguing concept, which has been
bandied about for decades, has gained
steam recently. Here’s how it would
work: Taxpayers would be able to
increase their tax basis for capital
assets by the rate of inflation between
the purchase and sale dates. Say you
bought stock in early 2012 for $20,000
and sold it for $35,000 in early 2020.
Using one inflation measure supporters
have proposed, the GDP deflator index,
your $20,000 original cost basis would
jump to $22,860. Absent indexing, you
would have a $15,000 capital gain
($35,000 - $20,000). With indexing, your
gain is $12,140 ($35,000 - $22,860). 

Capital gains indexing has lots of
complexities, starting with choosing the
appropriate inflation index. Also, tax
basis isn’t always static, so adjusting for
inflation gets tricky., Don’t be surprised
if the administration’s re-election
campaign supports indexing or some
other form of capital gains tax relief.
His contender has a different idea for
taxing capital gains. He wants to
increase the tax rates for the wealthy.
His plan would tax capital gains as
ordinary income for filers earning over
$1 million. He also wants to raise the top
ordinary income tax rate back to 39.6%
for people making more than $400,000.
As a result, under his tax plan, filers
reporting over $1 million in income
could pay a 43.4% federal tax rate on
their long-term capital gains compared
with 23.8% now.

Information compiled by Anna Luke;
Kiplinger’s Retirement Report & Bloomberg

Businessweek
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One lasting legacy of the coronavirus: 
The proliferation of telehealth services.

As many patients stayed away from doctors’ offices this
spring, medical practices went online out of necessity. Now,
remote care is here to stay. 

Before March, telehealth was a novelty. Only 11% of
Americans had seen a doctor or received other care online
when the pandemic hit. By May, it was fast becoming
mainstream. Nearly three in 10 consumers had used
telehealth of some sort. The figure will keep climbing this
year. While some care can never happen online and some
folks prefer in-person visits, telehealth can save both time
and money for many types of treatments and consultations.
Take urgent care visits. An in-person visit to a clinic
averages $150. Emergency room, $750. Online, $80. 

Examples of care amenable to telehealth: Pre- and
postsurgical patient check-ups, physical therapy, and mental
health counseling, monitoring of certain vital signs via
wearable sensors, such as heartbeats, or glucose levels in
diabetes patients. Eventually, many primary care visits, as
phone apps and easy-to-use devices, like blood pressure
collars designed for consumers, will substitute for in-office
equipment. 

Note the many implications of more health care being
provided remotely: An easing of the strain on physicians’
time and office capacity. Having folks with simple issues see
a doctor or nurse online boosts productivity and clears space
for the patients with more serious or complicated problems,
who need in-person care. Greater access to medical services
in rural areas, where shortages of doctors and facilities are
especially acute and patients often have to drive long
distances. Greater convenience for consumers…they
generally spend less time waiting for an online appointment
to start than they do in their doctor’s physical waiting room.
For doctors, fewer no-shows than they experience with office
appointments.

Source: The Kiplinger Letter

Investing

Retirement plans will soon be able to invest in private equity
funds under new Department of Labor Guidance.

Source: The Kiplinger Letter

Help Grandchildren Pay for College

As college students head back to school this fall, many
grandparents may want to help their grandkids pay for
education costs. With the annual gift-tax exclusion, each
grandparent can give up to $15,000 to each grandchild in
2020 without reporting it on a federal gift tax return. But if
you pay for tuition directly or give money to your grandkids,
that money may reduce eligibility for financial aid, so wait
until after a four-year student’s sophomore year; at that
point, the money won’t affect financial aid because the Free
Application for Federal Student Aid (FAFSA) form only
assesses income from two years prior. If you contribute to a
529 college-savings plan that you own, it could help reduce
your state income tax but may impact your grandchild’s
financial aid eligibility if the money is used for their college
costs. But you may be able to roll over the account assets to
a parent- or student-owned 529. Wait until after the FAFSA
is filed to do the rollover, so it is not reported as an asset.

Source: Kiplinger Personal Finance Advisor

Autos

If you’re planning to shop for a car soon, temper your
expectations of a deal. A recent survey found that most
shoppers expect the economic downturn will lead to juicy
price breaks, low-interest financing or other dealer
concessions. But the same survey found that relatively few
dealers were actually lowering prices. Many face tight
inventories after auto plants closed and aren’t inclined to cut
prices.

Source: The Kiplinger Letter
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The Benefits of Being FIRE-ish

It’s easy to dismiss the super savers
who embrace the FIRE movement as
starry-eyed dreamers or cultish
extremists. Financial Independence,
Retire Early followers—many of whom
are millennials who consider working 9
to 5 to be drudgery—often save 50% to
70% of their annual income with the
goal of retiring in 10 to 15 years. The
aggressive “Lean FIRE” savers share
tips online on how they manage on less
than $40,000 a year—for example, by
dumpster diving, living in a van, not
having children or living on a diet of rice
and beans.

But FIRE is much more than that.
FIRE followers track their money,
invest in low-cost funds, avoid high-
interest debt and focus their spending
on what’s important to them, rather
than buying things because they can
afford them. Adapting some of these
FIRE principles to fit your less-austere
lifestyle can go a long way toward
helping you achieve your retirement
goals.

If you’re not ready to go full-blown
FIRE, here’s how to be FIRE-ish.

Supercharge your savings. 

Boosting savings gives you more money
to invest. FIRE folks typically watch
every penny. You don’t have to be that
precise, but you should have an idea of
your cash flow so you can find extra
dollars to put toward savings. Some
expenses, such as a car loan or kids’
extracurricular activities, disappear
over time, freeing up money that you
can redirect into investments. 

Or boost savings by cutting expenses.
You don’t have to give up your lattes.
Look to housing and transportation, the
largest expenses for consumers. If the
kids are grown and you no longer need
a four-bedroom house, consider
downsizing.

Many FIRE folks also move to areas
with a lower cost of living. Some FIRE
advocates also ditch cars in favor of
bikes, or they move closer to work so
they can walk to their jobs. 

Also look for ways to increase income.
FIRE practitioners often find creative
ways to generate income, such as
blogging about their path to financial
independence. Consider consulting on
the side or finding ways to turn hobbies
into cash, such as selling your crafts.

Source: Kiplinger’s Personal Finance

The beekeepers who help pollinate some 70% of the world’s crops charge $435
million for their services each year in the U.S. alone. One way farmers can increase
their return on investment is to hire better bees. Argentine startup Beeflow says
it has more than doubled its tiny workers’ pollen-carrying capacity by feeding them
custom compounds. The nutrients enhance the bees’ immune systems to handle
colder conditions and also increase their attraction to the particular flower the
farmer wants them to pollinate—blueberries, raspberries, or the all-important
almonds. The 2-year-old company tested its insect fuel this season in the fields of
a major California almond farmer and on raspberry crops for Driscoll’s, America’s
largest berry grower. On deck: cherries and avocados.

Source: Bloomberg Businessweek

Making Worker Bees Work Better
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CFS Golden Circle – Clients for 20 years or longer

Bob & Martha Agosta
Annette Alender
Kathy Allie
Connie Alvero
Irv & Zel Bagley
Dr. Martin Barmatz &
Carolyn Small

Bill Beckley
Dave Bochard
Kelley Brock
Harlene Button
Barbara Chasse
Philip Clements & Claudia
Squibb

Louis Darin
Liz Dilibert
Marshall & Mimi Drucker
Gladys Eisinger
Reg & Jan Fear
Horace & Betty Jean
Fernandez

Kathy Forman
Ralph Gerrard & Susan
Leeper

Dr. Daniel & Laura
Gollnick

Vorda Gordon
Jim & Marilyn Graves
Harry & Karen Griffin
Kari Groth & Daris
Pedersen

Dennis Hall & Evelyn
Rollins

Candy Hanks
Bill & Elinore Hedgcock
Alice Higginbotham
Dr. Craig & Jeannette
Hoeft

Pamela Hoey
Lilo Holzer
Mike Houlemard
Ken & Betty Iverson
Daina Johnson
Rich & Donna Johnson
Mitch & Laraine Kaye
James & Julia Kinmartin
Emil & Chiching Klimach
Lorraine Leach
Dave & Carolyn Lessley
Jane Lloyd
Harry & Carol Mackin
Jay & Nancy Malinowski
Mike & Jan Malone
Al Maskell
Randy Maskell
Dr. Jeanine McMahon
Joseph & Toni Miano
Barbara Moering
Mary Morrow 
Peter & Susan Moyer
Roland & Vonda Neundorf

Dave & Pat Newsham
Nancy Nisbet
Bruce & Vicki Oldham
Dr. Eugene Orlowsky
Leora Ostrow
Ricky Parker 
Deron & Talin Petoyan
Richard and Kathy Plank 
Al Roeters
Debbie Ruggiero
Pearl Ruggiero
Louise Sanchez
Earle Sanders
Evelyn Schirmer
Bob & Cindy Siecke
Dianne Simes
Louise Sirianni
Theresa Southwood
Carole Steen
Joe & Sharon Terranova
Peter & Linda Vanlaw
Steve Veres
David & Kellye Wallett
Jeff & Pam Wheat
Lorraine White
Teena Wolcott
Toby & Carole Zwikel

Referrals
We Appreciate Those Referrals!

We certainly welcome your referrals
and are always most appreciative

when clients pass our name along to
others.  We would like to take this
opportunity to express our thanks
for your continued confidence and
look forward to providing quality
confidential financial services to
you, your friends, and associates.

When you refer us to others, you can
be assured that your personal

information provided by you and
those whom you refer is treated with

a high degree of confidentiality.

Our sincere thanks for our recent
referrals go to:

Yvette Davis

Jan Loporchio

HAPPY BIRTHDAY

SEPTEMBER
1   -  Nancy Malinowski
4   -  Robert Simonfy
6   -  Candace Hanks
6   -  Sara Squibb
8   -  Evelyn Schirmer
8   -  Ahny Sevier
9   -  Victoria Lam
9   -  Cindy Altenfelder
18 -  Joe Terranova
23 -  Tom Jamentz
23 -  Ricky Parker
24 -  Robert Veres
24 -  Bonnye Hardinghaus
29 -  Marlene Burton

29 -  Paul Milward
30 -  Cheryl Levy

OCTOBER
2   -  Tim McCool
5   -  Tina Larkins
6   -  Victoria Curea
7   -  Anna Glen

8   -  Simona Elkin
8   -  Donna Mahoney
9   -  Patricia Barmatz
9   -  Jan Loporchio
10 -  Ginny Adrian
10 -  Bruce Nelson
11 -  David Newsham
12 -  Janet Knolhoff

14 -  Elinore Hedgcock
15 -  Jeff Wheat
15 -  Louise Sanchez
16 -  Gary Larkins
18 -  Jane Washburn
19 -  Doug Boehme
21 -  Jacqueline Paredes
22 -  Carmen Luk
22 -  Scott Arnold
25 -  Roger Koll
26 -  Chris Milward
26 -  Kathy Nelson
29 -  Yvette Davis
27 -  Tom Holzer
30 -  Michelle Karr

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 fiscal year and without charge, if
there are material changes in the brochure
since the last annual updating amendment.)
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Brain Teaser #112 (Answer)

Brain Teaser #113

Each letter represents a different number from 1 through 9. Use the
clues to help you put the numbers in their places within the grid.
Clues:    1.   G xG=F+H
               1.   B xGxJ=A
               1.   B xD=D
               1.   D+D=G+J
               1.   E+H=B+C+F
Hint:      Since D + D = G + J, 
               G + J must equal an 
               even number

Picnic Puzzle 

No. It’s impossible to cover the remaining table
cloth squares with the hoagies. Draw an 8x8
checkerboard with alternating red-and-white
squares. When you draw a pitcher of lemonade
covering the diagonal corners, you will be covering
either 2 red or 2 white squares. When you put a
hoagie on the table, it must cover a red and a white
square. But there are now 32 white squares and
only 30 red ones. Sally won’t be able to do it.

Thanks for all of you who submitted the
answers! The first person with the correct
answer was Diane Schoolsky. Congratulations,
Diane!

The first person with the correct answer will receive an
American Express gift card. Please email your answer to
Kayleigh@cfsburbank.com or call (818)-846-8092, ext. 7.

Letters to Numbers

A            B           C

D           E          F

G            H          J


