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With recent credit card breaches, this is a 

good time to check your credit record.  
Go to www.annualcreditreport.com 

 
Welcome to our quarterly newsletter.  We 
want to make this meaningful for you, so 
please call 847-855-4483 or email us at: 
Mary@NestBuilderFinancial.com with your 
suggestions or comments. 
 
Recently 
Mary has joined the Board of Directors for the 
Lindenhurst/Lake Villa Chamber of 
Commerce.  Chambers of Commerce help 
support local businesses by promoting their 
members through referrals and fostering a 
sense of community among business owners.  
 
Common Cents 
Occasionally someone will say they want high 
returns with little risk.  Some may be joking 
while others may not be financially savvy.  
The fact is with little or no risk, returns will be 
minimal in the current environment.  
Generally the higher you go on the risk scale, 
the higher you’ll go on the return scale – with 
a well-thought out investment plan and 
appropriate time horizon.  
 
For example, investing in stocks in the 
summer of 2008 would have been disastrous if 
you needed the money in a year; it would have 
worked well if you could – and did – wait 5 or 
6 years.  
 
With markets near all-time highs, we need to 
prepare for relatively lower returns, especially 
compared to spectacular returns over the past 
few years. 
 
Handy Tip 
Do you expect to live past age 80?  In AARP 
Jean Chatzky says that if you want to receive 
your highest possible Social Security benefit 
and you expect to live past 80, wait until age 
70 to start Social Security if you are single.   
 

Married couples should also wait until age 70 
if you expect that at least one of the spouses 
will live past age 80.  Note: married couples 
have additional options including having the 
highest earner wait until age 70, and possibly 
claiming spousal benefits, with the lower-
earning spouse starting benefits earlier.  
Proper Social Security planning could mean 
tens of thousands of dollars greater life-time 
income. 
 
Dear Mary,  
We are good savers and have managed to 
contain costs enough to save our maximum 
401(k) contribution and additional after-tax 
savings in our 401(k).  Can we move the after-
tax savings into a Roth IRA when we retire?  
Sam the Saver 
 
Dear Sam the Saver, 
Until last week we generally did not 
recommend additional after-tax savings in 
employer-sponsored retirement plans like the 
401(k) because while the savings would grow 
tax-deferred, on withdrawal the earnings 
would be taxed at the higher ordinary income 
tax rate vs. favorable capital gains rates for the 
earnings in investment accounts. 
 
However, just last week the IRS issued a 
notice that they will allow these after-tax 
savings in 401(k)s to go to Roth IRAs.     
 
This was a surprise move by the IRS.  Previous 
IRS documentation regarding after-tax 401(k) 
savings has been murky at best.  Having this 
clarity is a boon to savers like you.  Speak to 
your tax preparer before making changes! 
 
We have found that some retirees are 
dismayed to find they are not in a lower tax 
rate in retirement as they had anticipated and 
wish they started tax-free growth with Roth 
IRAs when they were first available.
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Situations Affecting College Aid Eligibility 
 
Most families preparing for college in the fall should complete the Free Application for Federal 
Student Aid (FAFSA) to be eligible for aid, even when the family has higher income. The FAFSA 
form is generally required for loans, grants and scholarships too.  Also, in the event of major 
changes in financial position, such as the higher-income earner losing his or her job, you may be 
able to qualify for financial aid more easily if the FAFSA form has been completed. 
 
Here are a few ways families may be hindered: 

� Savings in a student’s name.  It used to be more common for higher-earning parents 
to open accounts (UGMA/UTMA) in their children’s names to save for college 
because children would pay lower taxes on the earnings.  However, with Coverdell 
and 529 College Savings accounts there are better ways available now.  These 
accounts allow you to retain ownership and the savings grow tax-free as long as it is 
used for college or other accredited institutions. 
 

� Financial changes such as the sale of the family home, the parent or child receiving 
an inheritance or monetary gift.  Anything that leaves the family with more cash or 
investment assets may reduce your chances for aid. 
 

� Either or both parents remarrying.  New spouses’ incomes may be factored into 
financial aid calculations. Starting in 1965, up to four adults’ income can be included 
in the equation, when both parents are remarried.  This has been an unpleasant surprise 
for many blended families. 
 

� Vested stock options, bonuses or other lump-sum benefits will inflate your income 
and assets and will be considered, reducing the need for aid. 
 

� Well-meaning grandparents pay tuition to the school directly or use 529 accounts too 
early in the college career.  The school will expect the payments will continue each 
year and assume a reduced need for financial aid. 
 

Some of these circumstances can be addressed with thoughtful planning. Start planning several 
years before college when you have some flexibility and time to make changes if needed.   
 

___________________________________________ 
 
 
 

We know that your time is valuable.  If you do not want to receive newsletters in the future, please 
let us know.  We will promptly remove you from our newsletter mailing list. 
 

“It is the mark of an educated mind to be able to  
entertain a thought without accepting it.” 

 
Aristotle 

 
Nest Builder Financial Advisors, Ltd.  is a fee-only firm that offers financial planning 
services and objective investment advice.  We are not affiliated with mutual fund or 

insurance companies and do not receive commissions to promote their products. 
 

Mary Erl, CFP® 


