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Beginning in 2014, individuals and families who fail to maintain minimum 
health insurance will be subject to an annual penalty on their tax returns. 

For 2014, the penalty is equal to the greater of 1% of “modified income” or 
$95 for an individual ($190 for a married couple). 

Let's say a young married couple has an income of $60,000. They have no 
health insurance for all of 2014. Their penalty would be the greater of modi-
fied income ($60,000-$20,000 filing threshold times 1% or $400. This would be 
compared to the $190 minimum. So they would owe a penalty tax of $400. 

The percentage and minimum go up as follows: 

2015 2% of income  $325 minimum (per individual) 

2016 2.5% of income $695 minimum (per individual) 

I doubt that many (if any) of my clients will be affected by this in 2014. Re-
member, if you are covered under Medicare these rules do not apply. If you 
are covered under an employer plan that meets the minimum health insur-
ance requirements, this does not apply. 

I am concerned for my clients who have adult children. Some younger working 
adults may be tempted to forego carrying medical insurance and just pay the 
penalty. But what happens if they get sick? Maybe they can apply for insur-
ance on the government exchange. But what if they are in an accident and 
incur a large amount of medical expenses-before they can get insurance? Are 
we as parents (I have a couple of theses younger working adults) probably go-
ing to have to help with these expenses? My guess is yes. 

So take the time to discuss all of this with your adult children and make sure 
they have health insurance.  
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For Failure to Maintain 

Health Coverage 
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What are the Most Important Financial   

Lessons to Pass on to Our Children? 

47% of US House-
holds have credit 
card debt. 

 

Those households 
have an average 
credit card debt of 
$15,257. 

 

-Money Magazine 
October 2013 

I was reading an article recently on “The Greatest Financial Gift 
You Can Give Your Children” by Tom Dyson of the Palm Beach 
Letter. This quote really Caught my attention: “There will be no 
mercy for the financially illiterate in the future.” 

Think about this in the modern technological world we live in. 
Does anyone under the age of 40 even know how to reconcile 
their checking account each month? Much less, keep a check regis-
ter? (I know my sons are laughing at me right now). 

They don’t teach personal finance in high school or college. How 
did most of us learn? One of my first bosses gave me a binder on 
personal finances (budgeting, etc.). I actually still have the binder 
with my “budget” from my senior year at Arizona State University.  
(by the way, what a great football season those Devils are having!) 

So as I have thought through this article, here are my simple steps 
that I would like to pass on to my children and I will make sure 
they get a copy of this newsletter! 

 

1. Spend less than you make. If you don’t take this lesson to heart 
you will never make any progress with your personal finances. 

2. Avoid the use of debt (except to buy a home). I know, hard to 
buy a car for cash. So if your folks gave you a car, start saving 
now for it’s replacement a few years down the road. At all 
costs, avoid credit card debt. 

3. Learn the power of compound interest. Let’s say a 25 year old 
starts saving 6% of his/her $50,000 salary, in a 401k plan, with a 
3% match, 3% annual raises and a 6% average annual return. At 
age 65 he or she may have a nice $1.2million saved.   
        (continued) 
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(continued from page 2) 

If the same person waits until age 35 to start saving in the same 401k plan, the 
amount in his or her 401k drops to $767,000 at age 65 (source: Money Maga-
zine September 2013). Returns are hypothetical. Actual returns could be lower 
or higher. 

4.   Never pass up on free money. The greatest sin is to not participate in a 401k 
with a matching program. What are some other examples? Not taking ad-
vantage of discount programs offered at places you regularly shop. I’m a loyal 
customer at Men’s Warehouse for dress clothes. One reason is for every $500 I 
spend-they give me a $50 gift certificate. Another great example is my wife Jes-
sica, who faithfully goes through the Sunday paper and clips coupons. She saves 
us a lot on our grocery bills because of this. 

These four simple steps will go  a long way in helping our children be more fi-
nancially savvy and successful once they “leave the nest”. 



Keeping up with the Dow Joneses 

 12/30/2010    12/30/2011     12/31/2012 12/31/2013 

DJIA  11,578        12,218   13,104          15,973 

% Change       5.5%        7.3%   21.9% 

S&P500   1258           1258       1466                  1803 

% Change          0%       16.5%   22.9% 

 

3-Month T-Bill 0.04% 

10-Year Treasury 2.80% 

 

Investors cannot invest directly in an index 

(as found December 10, 2013 at Yahoo Finance.) 
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 Emergency Saving$  

Crown Financial recently reported that half of Americans have less than three months’ worth 
of emergency savings. More than 25% have no savings at all! 

Jessica and I have done a good job (1) of reducing or eliminating debt, and (2) saving in our re-
tirement plans. But as I was doing some planning for 2013, it hit me that we really did not have 

much of an emergency fund. 

Like many of you, we are being hit with the expenses of college & helping young adult children 
and also helping with the expenses of aging parents. So it has been hard to save beyond our 

retirement plan contributions. 

Here are two simple things I started last  January to help correct this situation: 

1. Started a simple cash savings each week. You save a $1 in week one and then increase the 
amount you saved by $1 each week of the year thereafter.  Your week 52 savings is $52. By 

following this simple strategy,  I saved $1,378 in 2013! 

2. I started an automatic deposit of $150 from my checking to savings account each month. 
This added an additional $1,800 to savings. 

3. These two simple steps added $3,178 to our emergency fund in one year! Sure it took a lit-
tle dedication and foregoing some spending. But it really was not all that hard. 

I plan to keep up with this same plan in 2014. Maybe you would like to join me? If the above 
amounts are a little too steep, cut them in half and you will still save $1,589 this year! 


