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Where you are today is a direct result of the choices you made yesterday.

Where you will be tomorrow is a result of the choices you make today !

Is Your Money Safe Money ?

Like a thief in the night, inappropriate optimism stole money from the investment accounts of millions of people in the three years of the down market.  Did it happen to you ?

Look at what you now have – not at what you had - and consider what you want to have happen with your money.  Do you want to go to bed at night knowing you have what you have instead of waking up in the morning to find that what you thought you had you no longer have ?  

Markets go up and down.  It’s a roller coaster ride.  The objective is to level out the course by eliminating the downs while reaping the increases.  Sort of like “having your cake and eat it too”.

Safe money may not be flashy, but it’s the right way to go ! A secure future starts with a solid foundation.  Slow and steady gets the job done.  It’s not what you earn, it’s what you keep that counts.

Call us.

We can show you how to keep what you have !

A GOLDEN RULE 

to Remember

To determine the maximum amount of your assets that should be at risk,

subtract your age from 100.

For example, if you are age 74

100 – 74 = 26%

risk no more than 26% of your assets.

The History Of Social Security

In 1935, FDR signed into law the most significant legislation of our time:  “The Social Security Act”.           By 1940, Social Security began making benefit payments.  The US Treasury ruled that benefit payments were gifts and would not be taxed by the Federal Government.

In 1983, Congress changed the law and taxed up to 50% of your Social Security Benefits.  Then, in 1993, Congress changed the law again and taxed up to 85% of your Social Security Benefits.

Social Security “Threshold Income”

Your Social Security income will be taxed if you exceed a specific amount called the “Threshold Income”. All types of earnings, dividends or interest are included as threshold income, except for one. The Deferred Annuity is the only producing asset that allows interest to grow without being included as threshold income. 

Income Included As Threshold:


Yes
No

Deferred Annuity
(
Pension
(
Income from  Mortgages
(
US Treasuries
(
CDs
(
Money  Markets
(
Passbook Savings
(
Credit Union Savings
(
Dividends – Stocks
(
Dividends – Mutual Funds
(
Capital Gains
(
Tax Free or Municipal Bonds
(
Annuity Withdrawals
(

If you are Single and your adjusted gross income including Social Security is $25,000 to $34,000, the percentage of Social Security that is taxable is 50% of excess over $25,000 and under $34,000.          Over $34,000 is 85% of excess above that amount. 

If you are Married and your adjusted gross income including Social Security is $32,000 to $44,000, the percentage of Social Security that is taxable is 50% of excess over $32,000 and under $44,000.         Over $44,000 is 85% of excess above that amount.

As an example, let us show you how you may be affected and how we can help you avoid being taxed on your Social Security:

Mary is a Single individual with an adjusted gross income of $39,300 from a pension and Social Security.  Her savings are in CDs, Mortgage Certificates and Money Markets.  She does not use the interest for monthly expenses and therefore simply reinvests it back into her account.

½ of Social Security
$5,700

Pension + Taxable Accounts
+33,600

Total Combined Income
$39,300

Threshold (Single)
-25,000
Excess Threshold
$14, 300

50% x $9,000 ($34,000-$25,000)
$4,500

85% x $5,300 ($14,300-$9,000)
$4,505

Social Security Subject to Tax
$9,005

Potential Tax on Social Security 
$2,791

An additional tax was created because Social Security became taxable.  A potential tax on her Social Security of  $2,791 !

Using Tax-Deferred Annuities To Reduce Taxes On Social Security Benefits

You already paid taxes on Social Security deductions when you  were working, so why should you pay taxes again ?  Fortunately tax-deferred annuities can help to reduce this tax.

Most retirees have many sources of income, such as pensions, social security, IRAs and investment interest/gains. Of these major categories, investment interest is the only category that the client has the discretion to reduce.  Pensions and social security have fixed benefits.  IRAs require minimum distributions.  Only the interest income can be sheltered from taxation by using an ordinary tax-deferred annuity.

In the previous example, Mary’s pension is $24,000 per year.  Her Social Security is $11,400 per year.  Her CDs, Mortgage Certificates and Money Market accounts earned $ 9,600. As a result, Mary paid an extra $2,791 in income taxes.  (To recover what she gave to the IRS at say an average of 3%, she would need $93,033.33 !)

Here’s how an annuity would help.  The money that is now invested in CDs, Mortgage Certificates and Money Market accounts would be placed in a tax-deferred annuity resulting in a tax savings of  $2,345 !   (You would need $78,166.66 in savings at 3% to earn $2,345!)

Taxes will eventually have to be paid on the interest credited to the annuity when funds are withdrawn;  or if the funds are never withdrawn, taxes will be due at death.  The tax-deferred annuity however does provide significant leverage and can save significant tax dollars for those tax payers receiving Social Security with total income levels in excess of $25,000 ($32,000 if married).

I would trade eliminating current taxes on $15,300 for future taxes on $9,600 any day of the week!

Call us !

See how we can help you save taxes !

It’s Still Risky

To Ask The IRS For Advice
During the March and April 2003 tax-filing season, auditors from the Treasury posing as taxpayers went to IRS Taxpayer Assistance Centers to ask questions about the tax law.

Result:  IRS personnel answered only 72% of the questions correctly, answered 25% incorrectly, and suggested that the taxpayers do their own research or referred them to someone else in the rest of the cases.

Warning:  The fact that you relied upon bad advice received from the IRS will not relieve you of any resulting tax liability.

  Treasury Inspector General for Tax Administration

                     Audit Report #200340157, July 2003

What Is A Tax-Deferred Annuity ? 

The term “annuity” derives from a Latin term meaning “annual” and generally refers to any circumstance where principal and interest are liquidated through a series of regular payments made over a period of time. A Tax-Deferred Annuity is an annuity in which taxation of interest or other growth is deferred until it is actually paid.

A commercial
 tax-deferred annuity is a special type of policy issued by an insurance company.        In a typical situation, the policy owner contributes funds to the annuity.  The money put into the policy is then allowed to grow for a period of time.  At a future date, the policy may be annuitized and the accumulated funds paid out, generally through periodic payments made over either a specified period of time, or the life of an individual or the joint lives of a couple.

In addition to providing lifetime income, deferred annuities are also used as a means of accumulating funds for a specific purpose.

There are four parties involved in a typical annuity:

1. Insurance Company

2. Policy Owner

3. Annuitant

4. Beneficiary

A single individual may be the policy owner and/or annuitant.  In other situations, these roles may be held by different individuals or entities.

There are many different ways to classify deferred annuities:

Method Of Purchase:  Annuities can be purchased with a single lump sum of cash;  such annuities are often referred to as Single Premium annuities. They may also be purchased with installment payments over time, either of a fixed dollar amount on a regular basis or with flexible payments.

When Annuity Payments Begin:  Payments under a deferred annuity typically begin at some future time.  One variation, an Immediate Annuity, is purchased with a single premium, with annuity payments beginning one payment period (monthly, annual, etc) later.

Investment Options:  During the period before a policy is annuitized or completely liquidated, the funds invested by the policy owner are put to work.  Depending on the type of annuity, the underlying investment vehicle will vary.

· Fixed Annuity:  In a fixed annuity, the issuing Life Insurance company will guarantee a certain rate of interest, for a specified period of time.  Such annuities are useful for conservative, risk averse individuals.  The investment risk rests on the insurance company and any annuity payments are relatively predictable.

· Variable Annuity:  A buyer of a variable annuity has the option of placing the funds in the policy in a variety of investment options. The investment risk rests largely on the policy owner.  Annuity payments are linked to the value of the underlying investments, which can fluctuate up or down.

· Equity-Index Annuity: An equity-index annuity is a type of fixed-rate annuity and combines a guaranteed minimum interest rate, with a potential for greater growth linked to a specific equities market index such as the Standard & Poor’s 500 index. If the chosen index rises sufficiently during a specific period, a greater rate is credited to the policy owner’s account for that period. Unlike variable annuities, where poor market performance can lead to decreased policy values, equity-indexed annuities are structured to not lose value due to a declining stock market.

Thought For The Lenten Season
What kind of Lent would it be if instead of adding more spiritual requirements to my daily regimen, I spent more time figuring out how to do “random acts of kindness” without anyone knowing about it !

Client Recipes For Financial Success

How To Be Comfortable, Or Even Rich….


Draw a line halfway on a sheet of paper.  On one side put what you owe to               the Bank.  On the other side put what the bank owes you.  When you have everything         on your side, and none on the Bank’s side, you are on the road to being   comfortable….or even rich !


I was told in 1926, when $1500 was a good annual income to retire on, to save a       $1 a day for 25 years.  At that time the Banks were paying 6% annually and the income tax exemption for Married filers was $1500.  In 25 years you would have enough money at an interest rate of 6% to give you $1500 for the rest of your life.


For perspective, in 1926 a new Model T Ford sold for $702.  The average house cost        about $2000.


Today it is very difficult for a young couple to adhere to my formula, because of the very low Bank savings’ rates and today’s high living costs.  Even so, with good planning and the “draw a line” technique, it is still a formula that is hard to beat !

….thoughts by Charles Huber

STRATEGIC  PLANNING  SERVICEs
2074 Rogue  River Road    (   Belmont,  Michigan  49306

TEL:   (616) 447-0023 - (877) 447-9372

FAX:  (616) 447-0625

E-MAIL:  mike@spsinvestments.com
A Registered Representative with and Securities offered through MTL Equity Products Inc

1200 Jorie Blvd ( Oak Brook, IL 60522-9060  (  Member NASD & SIPC

MTL Equity Products Inc and Strategic Planning Services are independently owned and operated







� Under federal law, the deferral of income tax on growth inside the policy is available only to natural persons;  the tax deferral is generally not permitted if the annuity owner is a non-natural person such as a trust or corporation.





� A private annuity is an agreement between individuals, usually exchanging a valuable asset (such as a business) for a lifetime income.  The party promising to pay the annuity is someone who is not in the business of issuing annuities.





