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Beginning in 2013, a new 3.8% Medicare contribution tax 

will be imposed on the unearned income of high-income   

individuals (the new tax is also imposed on estates and 

trusts, although slightly different values apply). The tax is 

equal to 3.8% of the lesser of your net investment income 

(generally, net income from interest, dividends, annuities, 

royalties, rents and capital gains, as well as income from a 

business that is considered a passive activity or a business 

that trades financial instruments or commodities). The tax 

applies if your modified adjusted gross income (basically, 

your adjusted gross income increased by any foreign 

earned income exclusion) exceeds $200,000 for a single per-

son ($250,000 if married filing a joint federal tax return, or 

$125,000 if married filing separate return).  

So effectively, you’ll only be subject to the additional 3.8% 

tax if your adjusted gross income exceeds the dollar thresh-

olds listed above. It’s worth noting that the interest on tax 

exempt bonds, veterans’ benefits, and excluded gain from 

the sale of a principal residence that are excluded from 

gross income are not considered net investment income for 

purposes of the additional tax. Qualified retirement plan 

and IRA distributions are also not considered investment 

income.  
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One of my clients 

brought me a scam 

email he received. 

It said it was from 

the IRS, and that 

he was being as-

sessed a penalty. It 

asked him to go to 

a website. 

 

The IRS will not 

contact you by 

email.  

 

Before you respond 

to anything from 

the IRS– run it by 

me first to make 

sure it is legiti-

mate. 

What Does the Federal Reserve Typically 

Do In An Election Year? 

I had the pleasure of hearing Dr. Quincy Crosby, 

chief economist for Prudential talk recently 

about the economy and upcoming elections. It 

was interesting to note that the Federal Reserve 

(the “Fed”) typically does not like to make any 

major changes in the months proceeding an    

election year. So we probably will not see any  

additional Quantitative Easing (two fancy words 

for printing more money by the Fed) or de-

crease/increase in interest rates until after      

November. 

The Fed has indicated that they do not intend to 

increase interest rates until at least 2014. As our 

national debt continues to soar, I am questioning 

whether they will be able to hold true to this 

promise. So much will depend on how the econo-

my continues to improve during the balance of 

2012-especially after the November elections. 
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How About Getting Paid to do a Good 

Thing? 

Arizona provides a dollar for dollar credit for contributions to charities that provide assistance to the 
working poor. The credit is $400 for married couples and $200 for single individuals. The best part is 
you still get to deduct the contribution on your federal return! Let’s day a married couple makes a con-
tribution to a qualifying organization for $400, and they are in the 25% federal tax bracket. They will 
save $100 on their federal taxes and $400 on their Arizona tax. So you actually get paid for doing a 
good thing! 

One organization that Jessica and I support is Neighborhood Ministries. This charity qualifies for the 
Arizona credit and they have been meeting the needs of children of underprivileged families in the 
Phoenix area for over 30 years.  

This seems like a no-brainer for anyone who owes tax on their Arizona income tax return. If you would 
like more information on the Arizona tax credit, or a list of qualifying organizations-just shoot me an 
email or give me a call. 

Longevity Risk 

For a married couple age 65, there is a 90% 

chance that one spouse will live to age 80 and 

a 50% chance that one spouse will live to age 

90!       

     Source: American Funds 

In 2006 1.15 million people receiving Social Security were over age 90, and 

43,000 were over age 100 (sorry guys 36,000 were women!).          

            Source: Social Security Administration. 

There are investment products that take into account the fact that people 

are living longer. If you would like to discuss some of those products in 

more detail, give me a call. 

You might also want to consider delaying Social Security benefits past full 

retirement age, in order to increase your monthly benefit. Your benefit is 

increased 8% per year-but does not go up after age 70. 



Keeping up with the Dow Joneses 

   6/5/2012  6/7/2011    Change 

DJIA           12,128    12,071          0.4% 

S&P500            1,286               1,285                FLAT 

 

3-Month T-Bill 0.08% 

10-Year Treasury 1.57% 

Prime Lending Rate 3.25%  

 

Investors cannot invest directly in an index 

(as found June 5, 2012 at Bloomberg.com) 
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Many of you have attended my Savvy Social Security Workshops over the last couple of 

years. Please be advised that Social Security is only mailing your annual statement of 

estimated benefits to those over 60. If you are under 60, you can access the same report 

online at www.socialsecurity.gov.  If you have any trouble generating the report, give 

me a call. I recently printed both mine and Jessica’s and can help you through the pro-

cess. 

If you are interested in attending a future workshop, please email me at 

wayne@neillntwrk.com. 

Social Security 

AGI Medical Taxes Interest Charity 

$50,001–100,000 $6,144 $5,812 $8,946 $2,703 

$100,001—$200,000 $9,727 $10,504 $11,927 $4,056 

$200,001+ $30,952 $39,321 $21,165 $20,434 

Average Itemized Deductions (2005)       Source: Tax Coach 


