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Greetings!
I hope you all enjoyed a wonderful Thanksgiving
with your family and loved ones.
We are now in the last month of the year. Enjoy
the fun and frivolity and start thinking about your
2014 plans and goals.
People who are successful financially, do plan for
their future and do commit their plans to paper.
This planning activity focuses attention on
prioritized objectives and provides action steps to
make progress on the plan. Take some time to
do this type of planning after the busyness of the
Holiday season and before the start of 2014.
If you would like assistance with your 2014, tax
preparation, please call or email and I will get
you the tax organizers and we will schedule a tax
appointment.
Keep your comments and suggestions coming
regarding topics for this newsletter or blog
postings on the website.
Best wishes to all of you for a joyous Holiday
season with your families.
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December and January
are the perfect months to
look back at what you
earned, saved, and spent
during the past year, as
W-2s, account
statements, and other
year-end financial
summaries roll in. So
before Punxsutawney Phil comes out of his
burrow to predict when spring is coming, take
some time to get your financial house in order.

progress next year.

Where did your employment taxes go?

If you're covered by Social Security, the W-2
you receive from your employer by the end of
January will show how much you paid into the
Social Security system via payroll taxes
collected. If you're self-employed, you report
and pay these taxes (called self-employment
taxes) yourself. These taxes help fund future
Social Security benefits, but many people have
no idea what they can expect to receive from
Social Security in the future. This year, get in
How much have you saved?
the habit of checking your Social Security
Whether you simply resolved last year to save statement annually to find out how much you've
more or you set a specific financial goal (for
been contributing to the Social Security system
example, saving 15% of your income for
and what future benefits you might expect,
retirement), it's time to find out how you did.
based on current law. To access your
Start by taking a look at your account balances. statement, sign up for a my SocialSecurity
How much did you save for college or
account at the Social Security Administration's
retirement? Were you able to increase your
website, www.socialsecurity.gov.
emergency fund? If you were saving for a large
Has your financial outlook changed
purchase, did you save as much as you
during the past year?
expected? Challenge yourself in the new year
to save a little bit more so that you can make
Once you've reviewed your account balances
steady financial progress.
and financial statements, your next step is to
look at your whole financial picture. Taking into
How did your investments perform?
account your income, your savings and
Review any investment statements you've
investments, and your debt load, did your
received. How have your investments
finances improve over the course of the year? If
performed in comparison to general market
not, why not?
conditions, against industry benchmarks, and in
Then it's time to think about the changes you
relationship to your expectations and needs?
would like to make for next year. Start by
Do you need to make any adjustments based
considering the following questions:
on your own circumstances, your tolerance for
• What are your greatest financial concerns?
risk, or because of market conditions?
• Do you need help or advice in certain areas?
Did you reduce debt?
• Are your financial goals the same as they
Tracking your spending is just as important as
were last year?
tracking your savings, but it's hard to do when
•
Do you need to revise your budget now that
you're caught up in an endless cycle of paying
you've reviewed what you've earned, saved,
down your debt and then borrowing more
and spent?
money, over and over again. Fortunately, end
of year mortgage statements, credit card
Using what you've learned about your
statements, and vehicle financing statements
finances--good and bad--to set your course for
will all spell out the amount of debt you still owe next year can help you ensure that your
and how much you've really been able to pay
financial position in the new year is stronger
off. You may even find that you're making more than ever.
progress than you think. Keep these statements
so that you have an easy way to track your
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529 Plans: College Savings Plans vs. Prepaid Tuition Plans
With college costs increasing every year and the prospect of too much student loan debt at the
forefront of many families' minds, it's important to make college savings the cornerstone of any
college financing plan.
Toward that end, 529 plans can be a smart way to build a college fund. People of all income
levels can open an account. All contributions to a 529 plan grow federally tax deferred and are
tax free if used to pay the beneficiary's qualified education expenses. There are two types of 529
plans: college savings plans and prepaid tuition plans. Both enjoy the same tax advantages, but
there are major differences between them.

As of June 2012, assets in
529 plans totaled $178
billion, with 88% of that
(about $157 billion) in
college savings plans and
12% (about $21 billion) in
prepaid tuition plans.
(Source: College Board,
Trends in Student Aid
Report, 2012)
Note: Investors should
consider the investment
objectives, risks, charges,
and expenses associated
with 529 plans before
investing. More information
about 529 plans is available
in each issuer's official
statement, which should be
read carefully before
investing. Also, before
investing, consider whether
your state offers a 529 plan
that provides residents with
favorable state tax benefits.

College Savings Plan

Prepaid Tuition Plan

What is it?

A college savings plan is an
individual investment account. You
contribute money and direct your
contributions to one or more of the
plan's investment options, which
typically range from conservative to
aggressive in their degree of risk.
Plans are offered by states.

A prepaid tuition plan is a pooled
account. You contribute money and
in exchange you receive a certain
number of tuition credits, which can
be redeemed in the future. Plans can
be offered by either states (more
common) or colleges.

Can
nonresidents
open an
account?

Yes, college savings plans are open
to residents of any state. And you
can open an account any time of
year.

No, state-sponsored plans are only
open to state residents. However,
college-sponsored plans are open to
anyone. Generally, you can open an
account only during open enrollment,
which is once or twice per year.

Does the plan
guarantee an
investment
return?

No, college savings plans offer a
menu of investment options, and your
account gains or loses value
according to the investment
performance of the options you've
chosen. You could lose money
investing in this type of plan.

Yes, prepaid tuition plans guarantee
to cover a certain amount of tuition in
the future based on the contribution
you make today. However, some
plans have been unable to meet their
initial guarantees, so fully research
any plan guarantee before investing
money.

What education
expenses does
the plan cover?

Funds in a college savings plan can
be used for undergraduate and
graduate tuition, fees, room and
board, books, and equipment at any
accredited college in the United
States or abroad.

Tuition credits in a state prepaid plan
generally can be used only for
undergraduate tuition and fees at
in-state universities; tuition credits in
a college prepaid plan can be used
for undergraduate tuition and fees at
member colleges. If the beneficiary
attends a nonmember college, there
are typically limits on how much the
plan will cover.

When can
withdrawals be
made?

There is generally no time limit.

Tuition credits generally must be
used by the time the beneficiary
reaches age 30.

What fees and
expenses are
charged?

College savings plans typically
charge an investment fee for each
investment option, so be sure to take
a close look at your investment
choices. Some plans may also
charge an initial new account fee, a
flat annual maintenance fee, and a
withdrawal fee if you decide to switch
plans.

Prepaid tuition plans typically charge
a flat enrollment fee, and may also
charge more miscellaneous fees than
college savings plans, such as fees
for returned checks, beneficiary
changes, or changes to the payment
schedule.
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Should You Roll Your 401(k) to an IRA?
If you're entitled to a distribution from your
401(k) plan (for example, because you've left
your job, or you've reached age 59½), and it's
rollover-eligible, you may be faced with a
choice. Should you take the distribution and roll
the funds over to an IRA, or should you leave
your money where it is?

Across the universe

*Certain investments may
not be right for everyone,
and some may have adverse
tax consequences, so be
sure to consult your
financial professional.

In contrast to a 401(k) plan, where your
investment options are limited to those selected
by your employer (typically mutual funds or
employer stock), the universe of IRA
investments is virtually unlimited. For example,
in addition to the usual IRA mainstays (stocks,
bonds, mutual funds, and CDs), an IRA can
invest in real estate, options, limited partnership
interests, or anything else the law (and your
IRA trustee/custodian) allows.*

law permits, letting your nest egg enjoy the
benefits of tax deferral as long as possible.
The RMD rules also apply to 401(k) plans--but
a special rule allows you to postpone taking
distributions until you retire if you work beyond
age 70½. (You also must own no more than 5%
of the company.) This deferral opportunity is not
available for IRAs.
Note: Distributions from 401(k)s and IRAs may
be subject to federal income tax, and a 10%
early distribution penalty (unless an exception
applies). (Special rules apply to Roth 401(k)s
and Roth IRAs.)

Gimme shelter

Your 401(k) plan may offer better creditor
protection than an IRA. Assets in most 401(k)
plans receive virtually unlimited protection from
creditors under a federal law known as ERISA.
You can move your money among the various Your creditors cannot attach your plan funds to
investments offered by your IRA trustee, and
satisfy any of your debts and obligations,
divide up your balance among as many of
regardless of whether you've declared
those investments as you want. You can also
bankruptcy. (Note: individual (solo) 401(k) plans
freely move your IRA dollars among different
and certain church plans are not covered by
IRA trustees/custodians--there's no limit on how ERISA.)
many direct, trustee-to-trustee IRA transfers
In contrast, traditional and Roth IRAs are
you can do in a year. This gives you the
flexibility to change trustees as often as you like generally protected under federal law only if
you declare bankruptcy. Federal law currently
if you're dissatisfied with investment
performance or customer service. It also allows protects your total IRA assets up to $1,245,475
(as of April 1, 2013)--plus any amount you roll
you to have IRA accounts with more than one
over from your 401(k) plan. Any creditor
institution for added diversification.
protection your IRA may receive in cases
However, while IRAs typically provide more
outside of bankruptcy will generally depend on
investment choices than a 401(k) plan, there
the laws of your particular state. If you're
may be certain investment opportunities in your concerned about asset protection, be sure to
employer's plan that you cannot replicate with
seek the assistance of a qualified professional.
an IRA. And also be sure to compare any fees
Let's stay together
and expenses.
Another reason to roll your 401(k) funds over to
Take it easy
an IRA is to consolidate your retirement assets.
The distribution options available to you and
This may make it easier for you to monitor your
your beneficiaries in a 401(k) plan are typically investments and your beneficiary designations,
limited. And some plans require that
and to make desired changes. However, make
distributions start if you've reached the plan's
sure you understand how Federal Deposit
normal retirement age (often age 65), even if
Insurance Corporation (FDIC) and Securities
you don't yet need the funds.
Investor Protection Corporation (SIPC) limits
With an IRA, the timing and amount of
apply if you keep all your IRA funds in one
distributions is generally at your discretion.
financial institution.
While you'll need to start taking required
Fools rush in
minimum distributions (RMDs) from your IRA
after you reach age 70½ (and your beneficiary • While some 401(k) plans provide an annuity
option, most still don't. By rolling your 401(k)
will need to take RMDs after you die), those
assets over to an IRA annuity, you can
payments can generally be spread over your
annuitize all or part of your 401(k) dollars.
(and your beneficiary's) lifetime. (You aren't
required to take any distributions from a Roth
• Many 401(k) plans have loan provisions, but
IRA during your lifetime, but your beneficiary
you can't borrow from an IRA. You can only
must take RMDs after your death.) A rollover to
access the money in an IRA by taking a
an IRA may let you and your beneficiary stretch
distribution, which may be subject to income
distributions out over the maximum period the
tax and penalties.
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IMPORTANT DISCLOSURES
All written content on this site is for information
purposes only. Opinions expressed herein are
solely those of Bill Oakes EA, CFP®. Material
presented is believed to be from reliable sources
and we make no representations as to its
accuracy or completeness. All information and
ideas should be discussed in detail with your
individual advisor prior to implementation.
Fee-only financial planning and investment
advisory services are offered through Bill Oakes
EA, , CFP®, a registered investment advisory
firm in the state of California. This newsletter
shall in no direct or indirect way be construed or
interpreted as a solicitation to sell or offer to sell
investment advisory services to any residents of
any state other than the state of California or
where otherwise legally permitted. We are legally
empowered to provide investment advisory
services to residents of California.
To the extent that this material concerns tax
matters, it is not intended or written to be used,
and cannot be used, by a taxpayer for the
purpose of avoiding penalties that may be
imposed by law. Each taxpayer should seek
independent advice from a tax professional
based on his or her individual circumstances.
These materials are provided for general
information and educational purposes based
upon publicly available information from sources
believed to be reliable—we cannot assure the
accuracy or completeness of these materials.
The information in these materials may change
at any time and without notice.

What will happen to my digital assets if I die or become
incapacitated?
In today's digital age, many
individuals live at least a part
of their life online. Whether
you share your life with others
through e-mail, Facebook posts, and tweets, or
simply have a number of online, password
protected accounts, you'll want to make plans
for the disposition of all of your digital assets in
the event of your death or incapacity.

accounts upon your death. Others will put your
accounts in a "memorial state" or permanently
delete your account upon proper notification of
your death.

The most important step you can take to protect
your digital assets is to include them in your
estate plan, just as you would your physical
assets. Your first step should be to identify and
inventory all of your digital assets. Make a list of
Unfortunately, the laws governing digital assets where your assets are located and how they
are not well settled. Only a small number of
are accessed (e.g., username and password).
states have estate laws that specifically cover
Next, indicate what you wish to happen to your
digital assets, and those laws are relatively new digital assets (e.g., transfer to an heir or
and untested. As a result, you should consult
terminate) and who will be responsible for
an estate planning attorney for information on
carrying out those wishes (e.g., an executor).
how digital assets are handled in your particular Be sure to refer to this inventory in your will (but
state.
keep it separate since your will eventually
becomes public information).
For the most part, websites, blogs, and
registered domain names are transferable
If privacy issues surrounding your digital assets
under standard property and copyright laws.
are a real concern, a number of online websites
However, certain online accounts (e.g., e-mail, securely store all of your digital asset
social media accounts) may not be
information and allow you to leave legacy
transferrable, depending on the site's terms of
instructions for a designated beneficiary or
service. Terms of service vary widely from site executor. The costs of these types of services
to site. Some sites will allow a person with the
vary, depending upon the services offered.
appropriate legal authority to access your

What can I do to protect my username and password
information from computer hackers?
At one time, computer hackers
were viewed as a few rogue
individuals who mainly worked
alone. Today, many hackers
are part of highly sophisticated networks that
carry out well-organized cyber attacks.
Unfortunately, these online security breaches
can result in your username and password
information being compromised.
Whenever you enter your personal information
online, you'll want to make sure that you create
a strong password to protect that information.
Some tips for creating a strong password
include:
• Avoid creating simple passwords that have a
connection to your personal identity (e.g.,
date of birth, address) or that can be found in
the dictionary
• Create a password that uses a nonsense
word/random alphanumeric combination or
an arbitrary, easy to remember phrase with
mixed-up character types (e.g., upper/lower
case, punctuation)
• Don't use the same password for multiple
websites

• Use an online tool that allows you to test the
strength of a password
If you have trouble keeping track of all of your
password information or if you want an extra
level of password protection, you may want to
use some type of password management
software. There are a variety of password
managers on the market. Password managers
typically work by using high-level encryption
methods to store all of your online usernames
and passwords on one secure server, using a
single master password.
There are a few things you should consider
when choosing a password manager. First, if
you plan on needing your password information
for use on various devices (e.g., tablet,
smartphone), you will want to choose a
password manager that has mobility features.
In addition, some password managers offer
added benefits such as web form fillers, which
can come in handy if you do a lot of online
shopping. Other features to look for include
automatic log in and password generator
capability.
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