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Dear Reader, 
Spring has sprung and we 
have been knee-deep in 
taxes... But we had time to 
s e n d  o u t  a n o t h e r  
informative newsletter to 
o u r  f r i e n d s !  W e  l o o k  
forward to seeing you soon 
and keep sending in those 
referrals! Hot topics in our 
June 2014 Newsletter:

       ·   Thank You!
       ·   Penalties
       ·   Retirement
       ·   IRS Mistakes

       ·   Social Security
       ·   Money & Marriage
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Thank you for making every tax season 
a successful one at Sipes & Seaton!

We appreciate your business and referrals. 

Every year just gets better and better 
and we owe it all to YOU!



Retirement Plan Review

Your retirement plan savings (e.g., qualified 
plans and IRAs) are important to your financial 
well-being for many reasons. You can 
accumulate income without currently paying 
tax, and the power of compounding pretax 
dollars makes a retirement plan one of the most 
powerful investment vehicles available. When 
you reach retirement age, your retirement plan 
assets may be a significant portion of your 
overall savings. Therefore, it is important to do 
everything you can to get the most out of one of 
the best investment opportunities you have. 
Listed below is information to consider when 
conducting a review of your retirement plans.

Generally, when you begin to withdraw funds 
from your retirement plans, you will be subject 
to tax on the distributions. If you made after-tax 
contributions to your plan, a portion of each 
distribution will be tax-free. Also, special rules 
apply to Roth IRAs that make them particularly 
beneficial. If distributions begin prematurely 
(generally before age 59 1/2), you may be hit 
with a 10% penalty tax, but exceptions are 
available.

When you reach age 70 ½, you must start 
withdrawing a minimum amount from your 
traditional IRAs and qualified plans each year. 
Severe penalties can result if required minimum 
distributions are not made on a timely basis. 
However, distributions from Roth IRAs are not 
required during your lifetime.

At the time of your death, the beneficiary 
designation in effect will determine not only 
who gets the retirement plan assets, but also 
how quickly your account must be paid out to 
your beneficiary and, therefore, how quickly the 
benefits of tax deferral are lost. Beneficiary 
designation adjustments may be necessary as 
family and beneficiary conditions change (e.g., 
divorce).

Your retirement plan savings may be critical for 
you and your dependents' future well-being. 
With proper planning, you can maximize tax-
deferred earnings, avoid penalty taxes, choose a 
desired beneficiary, and minimize the amount 
your heirs are required to withdraw (and pay 
taxes on) after your death.

Howard J. Schneider, 2/14

Eight Facts about 

Penalties for Filing and 
Paying Late

Irs.gov (April 2014)

April 15 is the tax day deadline for most people. If you’re due 
a refund there’s no penalty if you file a late tax return. But if 
you owe taxes and you fail to file and pay on time, you’ll 
usually owe interest and penalties on the taxes you pay late. 
Here are eight facts that you should know about these 
penalties. 

1. If you file late and owe federal taxes, two penalties may 
apply. The first is a failure-to-file penalty for late filing. The 
second is a failure-to-pay penalty for paying late.

2. The failure-to-file penalty is usually much more than the 
failure-to-pay penalty. In most cases, it’s 10 times more, so if 
you can’t pay what you owe by the due date, you should still 
file your tax return on time and pay as much as you can. You 
should try other options to pay, such as getting a loan or 
paying by credit card. The IRS will work with you to help you 
resolve your tax debt. Most people can set up a payment plan 
with the IRS using the Online Payment Agreement tool on 
IRS.gov.

3. The failure-to-file penalty is normally 5 percent of the 
unpaid taxes for each month or part of a month that a tax 
return is late. It will not exceed 25 percent of your unpaid 
taxes.

4. If you file your return more than 60 days after the due date 
or extended due date, the minimum penalty for late filing is 
the smaller of $135 or 100 percent of the unpaid tax.

5. The failure-to-pay penalty is generally 0.5 percent per month 
of your unpaid taxes. It applies for each month or part of a 
month your taxes remain unpaid and starts accruing the day 
after taxes are due. It can build up to as much as 25 percent of 
your unpaid taxes.

6. If the 5 percent failure-to-file penalty and the 0.5 percent 
failure-to-pay penalty both apply in any month, the maximum 
penalty amount charged for that month is 5 percent.

7. If you requested an extension of time to file your income 
tax return by the tax due date and paid at least 90 percent of 
the taxes you owe, you may not face a failure-to-pay penalty. 
However, you must pay the remaining balance by the extended 
due date. You will owe interest on any taxes you pay after the 
April 15 due date.

8. You will not have to pay a failure-to-file or failure-to-pay 
penalty if you can show reasonable cause for not filing or 
paying on time. sipescpa.com



9 IRA Mistakes to Avoid    Usaa.com; 12/24/13

When you started investing in an IRA, you took a great step toward saving for your future. 
Now, try to avoid the missteps.”There's no question that saving through an IRA is a strategic 
move, but it's not quite as simple as 'set it and forget it,'" says JJ Montanaro, a CERTIFIED 
FINANCIAL PLANNER™ practitioner with USAA. "Staying aware of what to do and what 

not to do can really pay off, too." To get the most out of your IRA, avoid these nine common mistakes.

1. You think you missed the deadline.

You have until the tax filing deadline — usually April 15 — to make an IRA contribution for the previous year. You can 
even claim a traditional IRA deduction and file your return before you actually make the contribution — just be sure to 
follow through.

2. You don't put in enough.

Since a traditional IRA allows you to deduct contributions from your taxes, you get the biggest benefit when you save as 
much as the law allows. If you're younger than age 50, you can contribute up to $5,500 in 2013 and 2014.

3. You don't play catch-up.

Age does have its rewards. If you're 50 or older, you may be eligible to contribute an extra $1,000 each year, for a total of 
$6,500, to an IRA. This catch-up amount offers a chance to kick your savings into overdrive.

4. You assume you can't contribute.

If you're a stay-at-home mom or dad, you still can open an IRA — as long as you aren't contributing more than the income 
you and your spouse report to the IRS. An IRA is especially handy for you if your husband or wife is already covered by a 
retirement plan at work and can't deduct IRA contributions. What you can deduct will depend on your situation, but every 
bit counts.

5. You roll the wrong way.

If you've recently switched jobs or left a job, you can roll the funds from your old employer's retirement plan into an IRA. 
Just be sure the transfer is a direct (continued) rollover — directly from one financial institution to another. If the payout 
goes to you first, you must follow rollover rules that require a mandatory 20% withholding tax and a 60-day rollover 
deadline. 

6. You don't even consider a Roth.

You might be able to save more on taxes in the long run by contributing to a Roth IRA, instead of a traditional IRA, 
depending upon your tax situation. Roth IRA contributions aren't tax deductible, but the Roth may provide tax-free 
withdrawals come retirement time. And the IRS doesn't require the owner to take annual minimum distributions. Thanks to 
an IRS rule change, anyone, regardless of income levels, can convert money from a traditional IRA to a Roth IRA. Since 
conversions are subject to ordinary income taxes, you should talk to a tax advisor regarding your particular situation.

7. You withdraw the money too soon.

Your IRA is designed to remain untouched until you reach age 59½. If you make a withdrawal from your traditional IRA 
before then, you'll typically have to pay taxes on the withdrawal and fork over a 10% penalty, with some qualified 
exceptions. While a Roth IRA usually allows you to withdraw your contributions, not including earnings, at any time 
without taxes or penalties, you'll thank yourself later for not raiding the piggy bank.

8. You procrastinate.

More than any technicality, it's plain old procrastination that hurts investors the most. Whether it's uncertainty in the 
markets, cash-flow concerns or the rising cost of college, there will always be excuses to put off this year's IRA 
contribution. But time-honored investing principles show that consistent contributions — through good times and bad — 
provide the clearest path to long-term investing success. So make the commitment and take action to help secure your 
financial future now. "It's often easy to find a reason to put off investing," Montanaro says. "By setting up an automatic 
investment or allotment into your IRA, you can make it a mandatory part of your money routine."

9. You have too many accounts.

If, over the years, you've opened new IRA accounts like they were going out of style, it may be time to gather them 
together. Keeping track of multiple accounts can get complicated, and simplifying your finances can make it easier to 
regularly save money. "More accounts doesn't necessarily equate to diversification and certainly could result in more fees," 
Montanaro says. Consolidating far-flung IRA accounts can be accomplished by completing a few simple rollover forms.
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Working with us... Putting together a financial 

strategy* can be complicated—making it easy to get 

overwhelmed. A financial professional or advisor* can help you 

cut through the confusion and create a personalized strategy to 

help you achieve your dreams.

What a financial professional or advisor can do for you:

! Assess your current financial situation 

! Set realistic—and achievable—goals 

! Create a financial strategy 

! Help you put your plan into action 

! Help you keep your plan on track – no matter what life throws 

at you

Social Security Update 
The annual inflation adjustments have been announced for the various 
Social Security amounts and thresholds, so we thought it would be a good 
time to update you for 2014.

For Social Security beneficiaries under the full retirement age, the annual 
exempt amount increases to $15,480 in 2014, up from $15,120 in 2013. 
These beneficiaries will be subject to a $1 reduction in benefits for each 
$2 they earn in excess of $15,480 in 2014. However, in the year 
beneficiaries reach their full retirement age, earnings above a different 
annual exempt amount apply. Earnings greater than $41,400 in 2014 (up 
from $40,080 in 2013) are subject to a $1 reduction in benefits for each 
$3 earned over this exempt amount. Social Security benefits are not 
reduced by earned income beginning with the month the beneficiary 
reaches full benefit retirement age. But remember, Social Security benefits 
received may be subject to federal income tax.

The Social Security Administration estimates the average retired worker 
will receive $1,294 monthly in 2014. The average monthly benefit for an 
aged couple where both are receiving monthly benefits is $2,111. These 
amounts reflect a 1.5% cost of living adjustment (COLA). The maximum 
2014 Social Security benefit for a worker retiring at full retirement age is 
$2,642 per month, up from $2,533 in 2013.

Howard J. Schneider; 2/14
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It’s always fun to discuss the excitement of your wedding plans, but what about the not-so-fun topics? Among 
these are your personal finances and how you plan to handle money matters as a couple. Unfortunately, a survey of 
engaged couples by the National Foundation for Credit Counseling “revealed that 68 percent of respondents held 
negative attitudes toward discussing money with their fiancé, with 5 percent indicating the discussion would cause 
them to call off the wedding.” That’s not good. Before you take a vow to share the rest of your life with your 
significant other, you should have the money talk to determine whether you’re on the same page.

1. Share your philosophy on money- How do you feel about money? What are your thoughts on how financial 
affairs should be managed? You should also both disclose what you learned about money as a child to gain a better 
understanding of your respective views. Perhaps you were raised by parents who were well off and you routinely 
live every day as if you had the income to support the lifestyle of your youth. If you fit the bill, marrying a saver 
could result in conflict. How will you work this out?

2. Chat about credit reports and scores- After you’re married, you will continue to have your own credit file, 
but you may also share joint accounts — like credit cards, car loans and a mortgage. If your partner has bad credit, 
that will negatively affect the interest rate you get on joint accounts. Discuss why your credit scores are high or 
low, and how you can go about improving a bad credit score.

3. Disclose financial obligations- Is your money being spent in places that your partner is unaware of? Now’s the 
time to come clean and discuss all arrangements, such as charitable contributions to relatives, child support or 
alimony payments. Other outstanding obligations, such as auto loans, student loans and credit card debt, should 
also be disclosed.

4. Set goals- Do you have a list of short-term, mid-range or even long-term financial goals? Have you discussed 
them in detail with your mate? If not, put everything on the table and determine if you share common goals. At 
some point, the two of you will need to establish a set of your own.

5. Budget- If you’re going to spend the rest of your life together, why not learn how to manage your money as a 
unit? Does one of you wing it while the other sits down each month and creates a detailed spending plan? There’s 
no way around it: A budget is an absolute must, or you may find yourself coming up short month after month or, 
even worse, with a mountain of debt. Need a little help? Planning an affordable wedding is a great way to get 
started. After all, do you really want to spend the next five or 10 years paying it off?

6. Talk about children- The U.S. Department of Agriculture says the cost of raising “a child born in 2012 is 
$241,080 for food, shelter and other necessities over the next 17 years, which translates to about $301,970 when 
adjusted for inflation.” Of course, there are ways to cut those costs in half. That being said, are children in your 
plans? If so, have you developed a timeline and a plan of action to cover the costs associated with parenthood? 
Those figures above don’t include college, by the way.

7. Plan for retirement- Assuming you’re together for the long haul, retirement savings will eventually be an 
important source of income in your household. Do both of you participate in retirement plans at work? If not, 
make sure that the working spouse is contributing to an IRA for the non-working spouse. And while you’re at it, 
it’s a good idea to look into life insurance policies, both private and employer-sponsored.

8. Will you have joint or separate accounts? This potentially sticky topic should also be hashed out before you 
tie the knot. While a marriage is indeed a union of two parties, some couples decide not to combine their finances 
and to maintain separate bank accounts. There are also cases where it’s advisable to have a prenuptial agreement 
— for instance, when one partner is substantially wealthier than the other and has other heirs to consider. It will 
also save you a ton of time and money in the event that you divorce and go your separate ways.

9. Share career plans- Do your career aspirations fit into the overall plans for the marriage? Perhaps one of you 
will take on a demanding job that will require the other to become a stay-at-home parent and rely solely on one 
income. Or maybe you want to start a business, but may need to tap into savings to make ends meet during the 
startup phase. Either way, money is involved and the topic needs to be discussed.

10. What’s your backup plan? When money gets tight in a marriage, fear or frustration can cause discord. That’s 
why it’s so important to establish and grow an emergency fund. What’s an ideal cushion? What are the rules for 
withdrawing funds from the account?

10 Money Matters to Discuss Before Marriage
MoneyTalksNews; By Allison Martin; 4-9-14
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Here’s What We Can Do For You!

Tax Planning and Preparation
! Preparation of Federal Income Tax Returns 

! Individuals, Corporations, Partnerships, 

! LLCs, Estates & Trust 

! Preparation of State Income Tax Returns 

! Individuals, Corporations, Partnerships, LLCs, Estates & Trust 

! Preparation of Sales tax Returns 

! Preparation of Business Tax and Personal Property Tax returns
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