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You work hard for your money. So why 
shouldn't you try to keep as much of it for 
yourself as you can? Here are some ways to 
pay less tax and keep more of your hard-
earned dollars. 

Tax deferrals rule 

Take advantage of tax-
deferred retirement plans, 
such as 401(k), 403(b), 
and 457(b) plans, offered 
by your employer. They all 
allow you to make pretax 
contributions of up to 
$15,500 in 2008 ($20,500 
if you're age 50 or older), 
and 403(b) and 457(b) 
plans may also have spe-
cial catch-up rules that might let you defer 
even more. The tax savings can be significant. 
For example, if your marginal tax rate is 28% 
and you defer $15,500, you'll save $4,340 in 
current taxes. Your $15,500 contribution will 
generate tax-deferred earnings for you until 
you withdraw the funds from the plan, when 
you may be in a lower tax bracket. And, if your 
employer matches your contributions, the deal 
is even sweeter. 

Another common way to use tax deferrals to 
save more of what you earn is by setting up a 
health-care flexible spending account (FSA) at 
work. Your contributions reduce your taxable 
income, saving current taxes, and the funds 
you set aside can be withdrawn tax free to 
pay a wide variety of health-related expenses 
that aren't covered by your health plan. See 
IRS Publication 502, Medical and Dental Ex-
penses, for a list of qualifying expenses.  

And don't forget traditional IRAs. If neither you 
nor your spouse is covered by a retirement 
plan at work, and you're not yet 70½, you can 
make a deductible contribution of up to $5,000 
to an IRA in 2008 ($6,000 if you're age 50 or 
older). Even if you or your spouse is covered 
by a plan, all or part of your contribution may 
be deductible, depending on your income. 

But tax free is even better 

If you're an income-oriented investor, consider 
investing in municipal bonds. The income 
generated is free from federal income taxes 
and, in some cases, state income taxes as 
well. (Be sure to compare yields between tax-
able and tax-free securities, and keep in mind 
that certain municipal bond income may be 
subject to the alternative minimum tax.)  

Another way you can generate tax-free in-
come is by contributing to a Roth IRA, Roth 
401(k), or Roth 403(b) plan. Unlike pretax 
deferrals, Roth contributions don't reduce your 
income, so there's no current tax savings. 
Because you've already paid tax on your con-
tributions, they won't be taxed again when you 
withdraw them from the plan. But what really 
sets Roth contributions apart, and makes 
them so appealing, is that all earnings are 
also tax free if you satisfy a five-year holding 
period and certain other requirements are 
met. 

If you have children, don't pass up the tax 
incentives offered by Section 529 plans and 
Coverdell education savings accounts (ESAs). 
Again, your contributions to these plans aren't 
tax deductible, but your savings grow tax de-
ferred and withdrawals are tax free at the fed-
eral level (and typically at the state level too) 
when used to pay qualifying educational ex-
penses. You can contribute up to $2,000 to a 
child's Coverdell ESA in 2008, and most 529 
plans let you contribute more than $300,000 
over the life of the plan. 

Think long term--for capital gains 

Long-term capital gains tax rates are currently 
very attractive--a maximum of 15% through 
2010. Short-term capital gains, on the other 
hand, are generally taxed at ordinary income 
tax rates--currently as high as 35%. To qualify 
for long-term capital gains treatment, make 
sure you hold your securities and other capital 
assets for more than one year before selling 
them. 
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Dear Clients,

Summer is finally here and we
hope you all will have the chance
to enjoy the nice weather with your
friends and family.

Although this is the time of year for
rest and relaxation, at Axial we
never take a vacation from working
to protect and grow your
investments or assisting you with
other Wealth Management needs.
Mid-year is a good time to make
sure your 401K is allocated
properly; to check that you have
contributed to your IRA or Roth
IRA for 2008; or simply to make
sure all the different insurance
products you have are meeting
your current needs.

We would be pleased to help you
with any and all of these issues.
Simply give us a call or send us an
email and we will do our best
to assist you in any way we are
able. We look forward to talking to
you or seeing you soon.
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Tax-Wise Gifting Strategies for Seniors 

  

You've spent most of your life building your 
wealth. Now, your concern may have shifted 
to reducing your estate and saving taxes. 
Making gifts is one way to reduce your estate. 
But because gifting can trigger federal gift tax, 
as well as federal generation-skipping transfer 
tax (GSTT) if the gift is to someone who is 
more than one generation below you (e.g., 
grandchildren), you'll want to consider making 
gifts in ways that will minimize tax. Here are 
some tax-wise gifting strategies to consider. 

Take full advantage of the federal annual 
gift tax exclusion and lifetime exemption 

For 2008, you can give tax free up to $12,000 
per recipient ($24,000 if the gift is from both 
you and your spouse) under the annual gift 
tax exclusion. Gifts over that amount are tax 
free to the extent of your $1 million lifetime gift 
tax exemption ($2 million lifetime GSTT  
exemption).  

Contribute to 529 plans 

If you fund a 529 plan for your grandchild's 
college education, you can contribute up to 
five years' worth of gifts at once; that's 
$60,000 per child, or $120,000 per child if you 
and your spouse elect to make the gift.  

Pay tuition and medical expenses 

You can make unlimited tax-free gifts by pay-
ing medical bills or college tuition on behalf of 
a recipient. Payments must be made directly 
to the medical care provider or college. 

Make charitable donations 

Donations to charity are completely free from 
gift tax and are also generally deductible for 
income tax purposes, subject to certain  
limitations.  

Make gifts and pay the gift tax 

This may seem counterintuitive, but some-
times making gifts and paying the gift tax can 
be advantageous. The reason is that gift tax 
paid is removed from your estate. So, gift 
taxes paid on lifetime gifts can significantly 
reduce overall federal gift and estate taxes. 

Types of property to gift 

Selecting the type of property to gift can be 
very important. Here are some things to  
consider: 

• Gift property that may grow substantially 
in value over time, such as common 

stock, antiques, art, and real estate. This 
strategy removes any future appreciation 
of this property from your estate.  

• Be careful when gifting appreciated prop-
erty. Because a property's basis 
(generally its cost) is carried over to the 
recipient, gifts of appreciated property 
can be good in some circumstances but 
not in others. You may not want to give 
highly appreciated property if the recipient 
will recognize a substantial capital gain 
when the property is sold. On the other 
hand, you may want to make that gift if 
the sale of the property is imminent any-
way and the recipient would owe less tax 
than you upon the sale. 

• You should avoid giving property that is 
likely to lose value after the gift has been 
made. Also, it's not generally a good idea 
to give away depreciated property. The 
recipient's basis for recognizing a loss is 
the lower of your basis (carryover basis) 
or the current fair market value. The re-
cipient may be unable to recognize the 
loss on the property. Both you and the 
recipient may lose the loss deduction.  

• Gift assets that yield higher amounts of 
income instead of those that yield lower 
amounts. This will prevent the buildup of  
income in your estate. Similarly, gift as-
sets that produce taxable income instead 
of those that produce less taxable  
income, such as municipal bonds. 

• It may be possible to reduce your owner-
ship interest in a closely held business (or 
an interest in real estate) so that it may 
be valued at a discount. For example, if 
you have a minority interest (49% or less) 
in the stock of a closely held business, 
you may qualify for a discount. Also, a 
fractional interest in real property may be 
valued at a discount. It may be beneficial 
to make a gift of stock or an interest in 
real estate to qualify for the discount.  

• Be careful when giving S corp stock to a 
trust, as the business may lose S corp 
status. 

 

When giving to  
charity: 
• Only give to 

"qualified"  
charities. See IRS 
Publication 78. 

• Avoid giving cash, 
unless you get a 
receipt. 

• You must obtain a 
"qualified  
appraisal" for  
donations of  
property worth 
over $5,000 (other 
than cash and 
publicly traded 
securities), and 
you must  
attach an  
appraisal  
summary (IRS 
Form 8283) to 
your tax return.  
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Tips for Selling Your Home in an Uncertain Market    

  

Will the combination of lower mortgage inter-
est rates, higher inventory, and falling prices 
send buyers to open houses in droves this 
summer? No one knows for sure, but here are 
some ways you can increase the odds that 
your home will be sold at the best possible 
price before the leaves fall.  

Price your home to sell, not sit 

Pricing your home correctly is extremely im-
portant. Although it's tempting to "test the mar-
ket" by setting a high asking price, this may 
turn off prospective buyers, or result in lowball 
offers, and your home may continue to sit on 
the market. A better alternative? Ask a real 
estate agent to do a comparative market 
analysis to help determine a realistic asking 
price, taking into consideration how much 
similar properties have recently sold for, and 
the average number of days homes have 
been on the market. It's especially hard to 
pinpoint the right asking price in areas where 
sales are slow and prices are falling, so re-
main ready to adjust your asking price later if 
necessary. 

Sellers are often afraid of shortchanging 
themselves by setting their asking price too 
low, but a lower asking price may actually 
generate more interest, potentially leading to 
a much higher sale price if buyers submit 
competing offers. Even if no bidding war is 
triggered, you may end up selling your home 
quickly, an advantage if you've already found 
another home to purchase. 

Advertise, advertise, advertise 

Whether you're selling your home yourself or 
using a real estate agent, advertising is key, 
especially when there are many homes on the 
market. Make sure that any sales materials 
you or your agent prepare emphasize the 
features that might convince someone to 
choose your home over another. Target the 
right audience, too. For example, if your home 
is right for a growing family, why not highlight 
the flexible floor plan, the child-friendly 
neighborhood, and the large yard?  

Buyers today expect to begin their search for 
a new home without ever leaving home, and 
online advertising has become an indispensa-
ble tool for marketing real estate. According to 
the National Association of Realtors®, 74% of 
people who used the Internet to search for a 
new home eventually drove by or viewed a 
home that they saw online, so make sure that 

your home is prominently featured on a real 
estate website. And remember, a picture is 
worth a thousand words. Buyers will look 
more closely at homes with numerous high-
quality photos, and may bypass homes with 
none. For maximum exposure, consider add-
ing a virtual tour that shows off your home's 
best features, even if it costs a little bit more to 
do so. 

Sweeten the deal 

To really make your home stand apart from 
the competition, consider offering incentives 
such as cash back at closing, payment of 
homeowners association dues, a home war-
ranty, or even a gift card to a local furniture 
store. Incentives may help increase the num-
ber of home showings and encourage poten-
tial buyers to choose your home over another.  

Enhance your home's appeal 

How many times have you seen a home for 
sale that has obvious shortcomings--
overgrown shrubs, peeling paint, or a jarring 
color scheme, for example? That's a home 
that may languish on the market while other 
similar homes sell quickly, because the own-
ers are unaware that the appearance or con-
dition of their home is the reason it isn't sell-
ing. Take a close and impartial look at your 
home, or better yet, ask your real estate agent 
to do so. Potential buyers may be noticing 
something that you're not. Often, completing 
simple tasks such as painting, cleaning, and 
getting rid of clutter can make your home 
more appealing to buyers. If your home needs 
updating, prioritize areas that are the most 
important and visible, such as the front of your 
home, the kitchen, and the bathrooms. 

Don't curb your enthusiasm 

One hazard of having a home on the market 
for a while is that your enthusiasm may wane 
over time. Buyer interest often peaks quickly 
(within the first few weeks after your home is 
listed), and it's easy to get discouraged if you 
don't receive any acceptable offers. But if you 
really want to sell your home, it's up to you to 
keep the momentum going. Schedule another 
open house, keep your home in good repair, 
and look for new ways to advertise. If your 
home hasn't sold within a reasonable time, 
you may have to reevaluate your asking price 
or even your decision to sell, but before you 
throw in the towel, make sure that you've 
done all that you can to attract qualified  
buyers.  

Is it a beautiful day in 
your neighborhood? 

An often-used phrase in 
the real estate industry 
is that "real estate is 
local." Though the news 
may be full of stories 
about nationwide  
housing trends, what's 
really important is 
what's going on in your 
area. A real estate 
agent can help you 
identify local housing 
patterns, such as which 
homes are selling (and 
for what price), so that 
you can maximize your 
chances of success.  
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Yes. Although full retirement 
age for Social Security is 
increasing, 65 remains the 

age at which most Americans become eligible 
for Medicare. You don't have to be retired to 
enroll in Medicare, so you should still consider 
signing up for Medicare Part A (hospital insur-
ance) and Medicare Part B (medical insur-
ance) at age 65, even if you plan on working 
longer. Make sure to contact the Social Secu-
rity Administration approximately 3 months 
before your 65th birthday to discuss your op-
tions, because enrollment rules are relatively 
complicated, and there may be consequences 
if you wait until later to sign up. 

For example, when you become eligible for 
Medicare Part A at age 65, you have a certain 
period, called your initial enrollment period, in 
which to sign up for Medicare Part B. Most 
people won't pay a premium for Part A, but 
you'll always pay a premium for Part B. Your 
initial enrollment period is a seven-month  
period that begins three months before your 

65th birthday, includes the month you turn 
age 65, and ends three months after your 
65th birthday. If you don't sign up for Part B 
during your initial enrollment period, you can't 
sign up until the next general enrollment pe-
riod that runs from January 1 through March 
31 of each year, and you'll generally pay a 
higher premium for Part B coverage. Your 
monthly premium will increase by 10% for 
each 12-month period you were eligible for, 
but did not enroll in, Medicare Part B, unless 
you were covered by group health insurance 
through your employer or your spouse's em-
ployer. In that case, you may qualify for a spe-
cial enrollment period, and you may not have 
to pay a premium penalty. 

For more information about enrollment re-
quirements and other factors you should con-
sider when deciding when to sign up for Medi-
care, contact the Social Security Administra-
tion at (800) 772-1213 or visit the Medicare 
website at www.medicare.gov. 

Can I enroll in Medicare at age 65, even if I'm not yet 
eligible for full Social Security benefits? 
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