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AEPG Wealth Strategies Presented at the NJMEP 
Manufacturer’s Day on 401k Plan Best Practices 

 
AEPG has partnered with New Jersey Manufacturing Extension Program 

(NJMEP) as their Employee Benefits and Pension / 401k gold affiliate. AEPG 

was a proud sponsor of the sixth annual NJMEP Manufacturer’s Day on 

Friday, October 6th, 2016 at the Bridgewater Marriott.  “Our whole goal here 

is to bring as many manufacturers together as possible,” said John Kennedy, 

CEO of NJMEP. 

The full-day event consisted of over a dozen educational breakout sessions, 

keynote speeches by U.S. Rep. Donald Norcross, Lt. Gov. Kim Guadagno, and 

officials honoring those manufacturers who have pursued innovation in 

research, design and production within the state. Manufacturers in New 

Jersey represent $41.6 billion of the state’s gross domestic product, put back 

into the economy roughly $28.7 billion and represent nearly 250,000 jobs. 

There were 24 companies were recognized by NJMEP this year for their 

contributions to manufacturing in the state of New Jersey.  

AEPG’s Steven Kaye, CEO and Founder and Brian Gregov, Vice President of 

Retirement Solutions presented in a breakout session “Learn how to pass 

your D.O.L. 401-k Audit with flying colors — and why most companies 

fail”  focused on best practices for retirement plans. During this session AEPG 

presented creative ways for manufacturer’s retirement plan governance and 

how they can stay compliant with ERISA and the Department of Labor (DOL), 

improve plan participation, and potential save on fees and expenses. 

Brian and Steven also were interviewed by Manufacturing Talk Radio hosts 

Tim Grady and Lew Weiss.  

For more on manufacturing talk radio, visit their website: https://

mfgtalkradio.com/celebrating-manufacturing-day-njmep-mfg-talk-radio/ 

For more on the NJMEP Manufacturers day award winners, visit the NJMEP 

website: http://www.njmep.org 

http://www.aepg.com
http://www.aepg.com/
https://mfgtalkradio.com/celebrating-manufacturing-day-njmep-mfg-talk-radio/
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Genworth released its annual Cost of Care Survey and 

the costs are steep, especially in New Jersey. Median 

Annual cost of New Jersey Key Costs for Long Term Care: 

Home Health Aid  $52,624 

Adult Day Care $23,400 

Assisted Living Facility $69,732 

Nursing Home Care (Semi Private Room)  $120,450 

Nursing Home Care (Private Room) $129,57  

Long-term care refers to the ongoing services and 

support needed by people who have chronic health 

conditions or disabilities.  
 

There are three levels of long-term care: 

1. Skilled care: Generally round-the-clock care that's 

given by professional health care providers such as 

nurses, therapists, or aides under a doctor's 

supervision. 

2. Intermediate care: Also provided by professional 

health care providers but on a less frequent basis 

than skilled care. 

3. Custodial care: Personal care that's often given by 

family caregivers, nurses' aides, or home health 

workers who provide assistance with what are called 

"activities of daily living" such as bathing, eating, and 

dressing. 

Long-term care is not just provided in nursing homes--in 

fact, the most common type of long-term care is home-

based care. Long-term care services may also be 

provided in a variety of other settings, such as assisted 

living facilities and adult day care centers. 
 

Why is it Important to Plan for Long-Term Care? 

No one expects to need long-term care, but it's 

important to plan for it nonetheless, because the odds of 

needing long-term care are high: 

• Approximately 70% of people will need long-term 

care at some point during their lifetimes after 

reaching age 65* 

• Approximately 8% of people between ages 40 and 50 

will have a disability that may require long-term care 

services* 

With the ever-increasing costs of Long Term care it is 

important to plan ahead and plan early for your loved 

one’s needs. 

 

Doesn't Medicare Pay for Long-Term Care? 

Many people mistakenly believe that Medicare, the 

federal health insurance program for older Americans, 

will pay for long-term care. But, Medicare provides only 

limited coverage for long-term care services such as 

skilled nursing care or physical therapy. And, although 

Medicare provides some home health care benefits, it 

doesn't cover custodial care, the type of care older 

individuals most often need.  

Medicaid, which is often confused with Medicare, is the 

joint federal-state program for people with little or no 

assets that two-thirds of nursing home residents 

currently rely on to pay some of their long-term care 

expenses. To qualify for Medicaid, you must have limited 

income and assets (generally less than $2,000 in assets), 

and although Medicaid generally covers nursing home 

care, it provides only limited coverage for home health 

care in certain states. 

https://aepg.com/staff-member/chris-schiffer/
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Here are Some Options: 

Buy Long-Term Care Insurance 

Like other types of insurance, long-term care insurance 

protects you against a specific financial risk--in this case, 

the chance that you have a long-term care need at some 

point during your life. In exchange for your premium 

payments, the insurance company promises to cover 

part of your future long-term care costs. Long-term care 

insurance can help you preserve your assets and 

guarantee that you'll have access to a range of care 

options. However, because of the high likelihood of 

needing care, it can be expensive.  

These policies kick in once the insured cannot perform 

two of six activities of daily living (eating, bathing, 

dressing, toileting, transferring (walking) and 

continence), or is diagnosed with mental impairment 

such as dementia.  

Before you purchase a policy, make sure you can afford 

the premiums both now and in the future. While many 

policies are quoted with fixed level premiums for life, 

many companies who have issued long-term care 

policies in the past have been able to increase these 

premiums for their policy holders retroactively as the 

insurance companies pay out more than they had 

originally expected. 

The cost of a long-term care policy depends primarily on 

your age (in general, the younger you are when you 

purchase a policy, the lower your premium will be), but 

it also depends on the benefits you choose. If you 

decide to purchase long-term care insurance, here are 

some of the key features to consider: 

• Benefit amount: The daily benefit amount is the 

maximum amount your policy will pay for your care 

each day, and generally ranges from $50 to $350 or 

more. 

• Benefit period: The length of time your policy will 

pay benefits (e.g., 2 years, 4 years, lifetime). 

• Elimination period: The number of days you must 

pay for your own care before the policy begins 

paying benefits (e.g., 20 days, 90 days). This can be 

looked at much like a deductible, where longer 

elimination periods result in lower premiums. 

• Indemnity versus reimbursement: Reimbursement 

policies require the individual to submit proof of 

care, and will only reimburse expenses incurred and 

approved, while indemnity policies will pay the daily 

or monthly benefit in full as long as you are eligible 

to receive benefits. Because of this feature, 

indemnity policies can be used to pay family 

members or other informal care providers while 

reimbursement policies cannot. 

• Types of facilities included: Many policies cover care 

in a variety of settings including your own home, 

assisted living facilities, adult day care centers, and 

nursing homes. 

• Inflation protection: With inflation protection, your 

benefit will increase by a certain percentage each 

year. It's an optional feature available at additional 

cost, but having it will enable your coverage to keep 

pace with rising prices. 

Life Insurance Riders that Pay for Long-Term Care 

Life insurance has many uses, including income 

replacement, business continuation, and estate 

preservation. Long-term care insurance provides 

financial protection against the potentially high cost of 

long-term care. If you find yourself in need of both types 

of insurance, a life insurance policy that combines a 

death benefit with a long-term care benefit may appeal 

to you. 

Some life insurance issuers offer life insurance with a 

long-term care rider available for an additional charge. If 

you buy this type of policy, you can pay the premium in 

a single lump sum or by making periodic payments. In 

any case, the policy provides you with a death benefit 

that you can also use to pay for long-term care related 

https://aepg.com/staff-member/chris-schiffer/
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expenses, should you incur them. Much like traditional 

long-term care policies, you can draw on the benefit 

when you cannot perform two out of the six activities of 

daily living, or have cognitive impairment. 

The amount of death benefit and long-term care 

allowance is based on your age, gender, and health at 

the time you buy the policy. The appeal of this 

combination policy lies in the fact that either you'll use 

the policy to pay for long-term care expenses or your 

beneficiaries will receive the insurance proceeds at your 

death. In either case, someone will benefit from the 

premiums you pay. 

Deciding whether a combination policy is right for you 

depends on many factors. Do you need life insurance 

and long-term care insurance? How much life and long-

term care insurance will you need? How long will you 

need it? Will the long-term care part of a combination 

policy provide sufficient coverage? 

 

Use Your Annuity to Pay for Long-Term Care Insurance 

The cost of long-term care can quickly deplete your 

savings and affect the quality of life for you and your 

family. Long-term care insurance allows you to share 

that cost with an insurance company. But premiums for 

long-term care insurance can be expensive, and cash or 

income to cover those premiums may not be readily 

available. One option is to exchange your annuity 

contract for a long-term care insurance policy.  

 

Pay for Care Out of Pocket 

Paying for a long-term care need out of pocket can be 

extremely expensive, but can make sense in some 

situations. For those who will have significant assets 

throughout their retirement, and can afford to pay what 

could be hundreds of thousands of dollars in unexpected 

long-term care related expenses, paying out of pocket is 

an ideal option. The major advantage to using income, 

savings, investments, and assets (such as your home) to 

pay for long-term care is that you have the most control 

over where and how you receive care.  

The downside however, for those who cannot afford the 

expense, is their surviving spouse may have little assets 

left to support themselves with, the options for care 

once most assets have been spent are extremely limited, 

and heirs can be left with nothing. 

No matter your situation, you should be aware of the 

potential costs and options available to cover you or 

your loved ones’ long-term care needs. We can help you 

evaluate your options and important points to consider 

as you evaluate your need for long term care insurance. 

Contact your AEPG Financial Life Planner to schedule a 

review. 

To learn more, read Ray Hawkins’ article : “What You 

Should Know When Choosing a Continuing Care 

Retirement Community” 

Source:  Genworth 2017 Cost of Care Survey, conducted 

by CareScout®, June 2017 
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By: Gary Quinzel, CFA, MBA                                                           

• Global equities turned in another strong quarter, 

and are on pace for their strongest performance 

since 2013 

• Biggest risk to the markets is uncertainty over 

future Fed policy, as we await the nomination for 

the Fed Chair in the coming days. 

• Earnings season is underway and off to a promising 

start.  The recent hurricanes may impact Q3 

earnings, but shouldn’t disrupt the positive 

momentum. 

• Hope is dwindling for tax reform legislation in 

2017, however optimism remains, and a lack of 

negative catalysts could propel equities higher in 

the fourth quarter. 

The third quarter of 2017 is officially in the books as 

global equities continue their impressive streak towards 

new record highs.   U.S. equities climbed 4.59% in the 

third quarter, as measured by the Wilshire 5000 index, 

for a year-to-date (YTD) return of 13.72% through 

September 30.  Large caps continue to outperform small 

caps in 2017, however small caps have begun to rally on 

the hopes of potential tax reform, as the Russell 2000 

outgained the S&P 500 in the third quarter.   Even 

commodities, which have been the lone major asset 

class posting negative returns this year, enjoyed a 

positive quarter as crude oil rallied by almost 17%.   

Growth stocks have continued to outperform value 

stocks, as the Russell 3000 Growth index is up 20.43% 

YTD compared to 7.72% for the Value index.  Sector 

weakness in Energy and Staples have been a headwind 

for value stocks, while growth stocks have been largely 

propelled by Technology stocks, up 27.36% YTD. 
 

The MSCI All-Country ex-US index gained 6.27% in the 

quarter, which makes for an impressive 21.47% YTD.  

Developed Europe once again had an impressive 

quarter, climbing 6.5% compared to 3.85% for 

Developed Asia.  Both are up soundly on the year, 

22.86% for Europe and 17.71% for Asia, largely helped 

by the weaker U.S. dollar.  Emerging Markets turned in 

another impressive performance, up 7.89% on the 

quarter and 27.78% YTD.  Valuations in international 

markets remain attractive despite the run-up, and 

earnings forecasts for 2018 and 2019 point to continued 

growth, albeit at a slower pace. 

INDEX PERFORMANCE THROUGH Q3 2017 

 QTD YTD 

U.S. EQUITIES   

Wilshire 5000 Total Mkt 4.59 13.72 

S&P 500 - Large Caps 4.48 14.24 

Russell 2000 - Small Caps 5.67 10.94 
   

INTERNATIONAL EQUITY   

MSCI All Country World EX USA 6.27 21.47 

MSCI Emerging Markets 7.89 27.78 
   

US TAXABLE FIXED INCOME   

BBgBarc US Agg Bond Index 0.83 3.21 

BBgBarc Municipal Bond Index 1.06 4.66 
   

COMMODITIES   

Bloomberg Commodity Index 2.52 -2.87 
   

CURRENCIES   

ICE USD Spot -2.67 -8.94 

https://aepg.com/staff-member/gary-quinzel/
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Returns in fixed income have been modest, but positive 

nonetheless.   The U.S. Aggregate Bond Index was up 

0.83% in the third quarter, and is now up 3.21% YTD.  

Municipal Bonds fared a bit better, up 1.06% and 4.66% 

respectively.  Longer dated bonds (with higher duration) 

have outperformed shorter dated bonds, as rates are 

generally lower than they were to start the year, with 

the exception of the short end of the curve.  Investment 

grade corporate credit and high yield bonds have 

outperformed Treasuries and Agencies, although it 

should be noted that spreads in these credit sectors are 

historically tight and could be overdue for a correction.  

Finally, international fixed income has performed well 

and is up 8.74% on the year, however it should be noted 

that much of the gains (similar to international equities) 

can be attributed to the weak dollar.  

Who will be steering the monetary ship next year and 

beyond? 

Probably the biggest point of concern to the markets 

right now doesn’t concern geopolitics, or the likelihood 

of passing tax reform, but rather who will be heading 

the Fed next year once Janet Yellen’s term expires.   

Yellen’s term officially ends in February 2018, but 

President Trump has indicated that he will soon 

announce whether he will re-nominate Yellen, or name 

her replacement.  Trump was highly critical of Yellen 

during his campaigning last year, but has since softened 

his stance, and has at times even been complimentary 

of the current Fed Chair.  Trump is generally a fan of low 

interest rates, which ties in well with Yellen’s 

predominantly dovish positioning.  Working against her 

is the fact that she is a Democrat who was appointed by 

Obama, and that in the past she has been vocal about 

maintaining most of the current regulations on the 

financial industry that were enacted after the financial 

crisis. 
 

Potential replacements range from somewhat dovish to 

very hawkish.  (Dovish implies a softer and more 

accommodative stance on raising interest rates, whereat 

Hawkish implies a preference for higher rates to prevent 

inflation and asset bubbles).   Viable candidates include 

John Taylor, Kevin Warsh, Jerome Powell, and Gary 

Cohn; each of whom carry impressive yet diverse 

backgrounds, credentials, and viewpoints.  John Taylor is 

https://aepg.com/staff-member/gary-quinzel/
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a Stanford economist and is widely known for creating 

the “Taylor Rule”, a rules-based policy which establishes 

a desired short-term interest rate to achieve inflation 

targets and economic stabilization.  According to the 

rule, the Fed Funds rate would be higher than it 

currently is today, so Taylor would certainly be 

considered one of the most hawkish of the potential 

candidates.   
 

Kevin Warsh is a former Fed Governor, and is also 

considered to be one of the more hawkish contenders.  

Warsh was opposed to the second round of quantitative 

easing during his previous term at the Fed, and has the 

least overall experience of all candidates.  He also has 

regulatory views that are largely in line with Trump’s, 

and has a personal connection as his father-in-law 

Ronald Lauder is a friend and supporter of the President.   

Jerome Powell is a current Fed governor, leans 

Republican, and is the favored candidate of Treasury 

Secretary Mnuchin.  He is considered as mildly dovish, 

and his nomination could result in the smoothest 

transition given his current role and the continuity he 

would bring.   According to Reuters news, a recent poll 

of economists suggested that Powell holds a slight edge 

to be the next Chair, as of October 17. 

Gary Cohn, Trump’s chief economic advisor, was the 

frontrunner early on but lost his status after he publicly 

criticized Trump’s handling of the Charlottesville, VA 

race riots.  Cohn would likely be as dovish as Yellen, as 

he has publicly questioned Yellen’s plans to raise rates 

without inflation present in the economy.  Unlike Yellen, 

Cohn has been a proponent of deregulation to help 

stimulate job growth.  However, if nominated, Cohn 

would likely be scrutinized for his role at Goldman Sachs 

during the financial crisis, in addition to lacking the 

academic and Federal Bank experience of some of the 

other candidates. 

Whomever will be heading the Fed next year will be 

tasked with the unenviable task of winding down a $4.5 

trillion balance sheet, during a period of record high 

asset levels and one of the longest running bull markets 

in history.  In addition, the European Central Bank, Bank 

of England, Bank of Japan, amongst others, also have 

Source: National Inflation Association 

https://aepg.com/staff-member/gary-quinzel/


inflated balance sheets due to their own quantitative  

easing, and at some point they will have to consider 

reducing their exposure as well.  As central banks 

globally reduce the money supply and withdraw from 

the bond markets, this could have a significant impact 

on both equity and fixed income markets.   

Under Yellen’s watch the Fed has been extremely 

transparent regarding policy changes and interest rate 

projections, and markets have responded positively to 

the clarity and lack of surprises.  That all could change 

with a new Chair, as the new head might raise rates 

more aggressively, be less communicative or concise, or 

possibly even flip-flop on policy decisions.  Any of these 

outcomes could not only rattle markets, but also affect 

monetary policy at other central banks around the 

globe.  Higher rates in the U.S. could also affect the 

foreign exchange markets, possibly prompting a 

stronger U.S. dollar which could impact exports similar 

to what happened in 2014 & 2015.  It is safe to say that 

Trump’s decision on the next Fed Chair might have the 

longest and most significant economic impact of his 

presidency. 
 

Earnings season is off to a good start, and expectations 

are improving. 

Third quarter earnings season is underway, and the 

early indications and results have been promising.  

While only 10% of the stocks in the S&P 500 have 

reported results as of October 18, roughly 80% of those 

companies have reported positive earnings and revenue 

surprises, according to Factset Research.   In the third 

quarter, reported earnings growth (so far) has been up 

11.48% year-over-year, compared to estimates of 7.4%.   

In addition, aggregated analyst estimates across the 

Street are calling for 9.6% annual growth for Q4, and 

11.5% growth for Q4 2018.  Factset also reports that a 

record number of S&P 500 companies have issued 

positive revenue guidance, as 54 companies released 

positive guidance, which is more than double the 5-year 

average and the highest since the first quarter of 2011.   

While only 11% of companies have reported negative 

earnings surprises, 40% have seen their prices fall on 

their earnings release date, an indication that high 

expectations are somewhat “baked-in”.  In other words, 

more companies are being punished for missing specific 

performance expectations, as opposed to being 

rewarded for hitting their mark.  Given how far this 

market has run, this type of behavior is somewhat 

reasonable, as there has been so much good news it’s 

almost as if investors are reaching for any reason to sell.  

However, if corporate earnings remain strong and 

continue to surprise to the upside, this certainly bodes 

well for the markets through the end of the year, as 

fundamental strength should ultimately prevail.   As we 

work our way through this earning season, one 

potential near-term concern to corporate earnings 

could be the devastating effects of hurricanes Harvey, 

Irma, and Maria.  According to Factset, nearly half of all 
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companies in the S&P 500 have indicated that the recent 

hurricanes will likely have a negative impact on Q3 

earnings.   

Tax reform efforts are stalling, but optimism remains… 

It appears more and more likely that significant tax 

reform may not occur until next year.  Time is running 

out on Congress’s calendar, and they still have a tall list 

of items to accomplish, including passing a budget 

resolution in addition to a bipartisan short-term 

healthcare fix.  In a recent “POLITICO Money” podcast, 

Treasury Secretary Mnuchin gave an “absolute 

guarantee” that a tax reform bill would reach Trump’s 

desk by year-end.  He went on to say that the market 

would experience a significant correction if this didn’t 

happen, stating that the market’s 25% run since election 

day has been premised on the expectation for lower 

taxes.   However, this conflicted with comments by the 

President on October 16th that there may not be enough 

time left in the year to get this done.   One of the more 

notable points of contention is the potential elimination 

of the State and Local Tax (SALT) exemption, which if 

taken away could effectively raise the tax rate for middle 

class earners in high-tax states.  Given the complexities 

of the legislation, along with the hardline stances of 

Democrats and far-right Republicans, as of now it seems 

that nothing will be agreed upon before year end. 

Despite the fact that tax reform may have to wait until 

2018, it seems that the Administration and Congress are 

determined to pass legislation and are willing to put 

their reputation on the line for it.   While investors await 

further clarity on the issue, strong earnings and low 

interest rates should continue to be the underlying force 

driving the market.  In addition, fundamentally strong 

macroeconomic data is supportive for continued growth.  

Unemployment is at multi-year lows of only 4.2%, and 

inflation remains under wrap at around 1.4% (Personal 

Consumption Expense Index, Yearly % Change).  

Consumer confidence remains high, and the Purchasing 

Manager’s Index (PMI) which surveys the manufacturing 

industry, is at 60.8 which is its highest level since 2004.  

Outside of a significant change in Fed policy or an 

unexpected correction due to geopolitical events, we 

remain optimistic on the markets as we enter the fourth 

quarter, which is historically the strongest of the year. 

PAGE 9 AEPG® WEALTH STRATEGIES    OCTOBER 2017 NEWSLETTER 

October 2017 Investment Commentary                                        
 

By: Gary Quinzel, CFA, MBA                                                                                                  Continued, Page 4       

 

Gary Quinzel, CFA, MBA  
Vice President & Senior Portfolio Manager 

 

AEPG® Wealth Strategies 

25 Independence Blvd, STE 102 

Warren, NJ 07059 

 

E-mail: GQuinzel@aepg.com 

Direct:  908-821-9765 

https://aepg.com/staff-member/gary-quinzel/
https://aepg.com/staff-member/gary-quinzel/
mailto:GQuinzel@aepg.com
https://aepg.com/staff-member/gary-quinzel/
https://aepg.com/who-we-are-aepg/awards-and-accolades/
http://www.aepg.com/


We share information on preventing Identity theft 

regularly.  With open enrollment coming up, we are 

providing  our Top 10 Medical Identity Theft 

Prevention Tips.  We believe these tips are good advice 

and would like to share them with you.  
 

Top 10 Medical Identity Theft Prevention Tips 

 

1. Protect your health insurance card as carefully as 

you would your Social Security or credit cards. 

Theft of these cards allows someone to assume your 

identity to received care. Treat their loss as seriously as 

a missing credit card by notifying your insurance 

company. 

 

2. Never share your insurance with a friend or family 

member. 

It's not just about the legal consequences of fraud. 

When someone pretends to be you to receive health 

care your lifetime medical records become 

compromised. This can lead to a future misdiagnosis, a 

prescription mistake or other inappropriate treatment. 

3. As with your financial accounts, create unique 

passwords and update them often. 

Patient portals are a great way to improve the 

coordination and quality of care, but these credentials 

are just as vulnerable to hackers as your bank 

information.  Use strong passwords and protect them. 

4. Know where your information is being shared. 

You are well within your rights to find out with whom 

your insurance company and medical providers have 

shared your personal information. Consumers are 

entitled to one free copy of this every year from each of 

their providers. 

5. Be observant in medical offices. 

Don't just fill out the HIPAA policy form and then 

assume your provider is being careful. Look for signs of 

concern, like medical records sitting open on desks or 

unattended and unlocked computer terminals. Raise 

concerns with the staff if you have them – or find 

another provider. 

6. Properly store and dispose of sensitive documents. 
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Keep all papers and electronic copies of your records in 

a secure location.  Shred any outdated medical 

documents, including old prescription labels. 

 

7. Never accept an unsolicited offer of free medical 

care. 

In the state of our current economy, scammers or 

institutions may try to lure you in with the promise of 

"free" services in order to obtain names and medical 

insurance information for use in fraudulent claim 

submissions. 

 

If you are notified that you have been a 

victim of a healthcare data breach: 

 

8. Demand more than just credit monitoring services. 

If you are notified of a data breach, you may be offered 

credit monitoring services. These offerings cannot 

detect medical identity fraud. Tell the breached 

organization you want a service that will both monitor 

your health identity and alert you to any potentially 

fraudulent activity involving your health insurance. 

9. Do NOT provide your medical information to 

someone who calls or emails you about your 

"possible involvement in a recent breach."  

Scammers follow the news and will "phish" for 

additional personal or financial information to further 

steal your identity. Legitimate organizations and 

companies will never ask for this information via 

unsecured channels. 

 

10. Set up a fraud alert and/or a credit freeze with the 

three major credit bureaus. 

This will entitle you to free credit reports so you can 

ensure nothing is amiss. It's not a complete solution for 

medical identity theft, but medical collection notices 

may appear there.  

Start here to find out more:  

http://www.consumer.ftc.gov/articles/0279-extended-

fraud-alerts-and-credit-freezes 

 

See our recent article on setting up a credit freeze, 

credit alerts or credit monitoring: 

https://aepg.com/equifax-identify-theft-it-can-happen-

to-you/ 
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Alex Vaccarella, CFP®  
Financial Planner 
 

AEPG® Wealth Strategies 

25 Independence Blvd, STE 102 

Warren, NJ 07059 

 

E-mail: AVaccarella@aepg.com 

Direct:  908-821-9795 

If you have any questions,  

please do not hesitate to contact your  

AEPG® Financial Life Planner 
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The Roth IRA can be a very powerful wealth building 

tool.  The trick is to know when and how to fund it. A 

Roth IRA can be funded through direct contributions 

and/or by converting pre-tax Traditional IRA dollars into 

Roth IRA dollars. Since there are income limits on who 

can contribute to a Roth IRA, high income earners
2
 only 

have the conversion option available. When you convert 

from a Traditional IRA (pre-tax) to a Roth IRA (after-tax), 

you pay income taxes on the pre-tax funds. 

That can be a hefty check to write to both the IRS and 

the state. However, there is one terrific technique for 

high income earners to gather Roth IRA money that is 

relatively painless (pay little to no taxes).  

ASSETS GROW TAX FREE
1          

“BACK DOOR ROTH”  

This technique for high income earners works best 

under the following scenario:  

• When the individual has no current Traditional IRAs 

(or low IRA account balances). This includes any SEP 

and Simple IRAs. 

• When the individual has non-qualified money (after 

tax accounts like brokerage or savings accounts) 

available or ample cash flow to make contributions 

to their IRA.  

When an individual or couple, meets these criteria, there 

are only a few simple steps to tax free growth!  

Step 1: Make a NON deductible contribution to a 

Traditional IRA. There are no income limitations on 

making a NON deductible contribution to a Traditional 

IRA. For 2017, the contribution levels are $5,500 per 

individual and for 2018, the contribution levels are 

projected to remain the same. If 50 or over, you are 

allowed an additional “catch up” contribution $1,000 

for a total annual contribution of $6,500.  

2 High income is defined as: Modified Adjusted Gross 

Income (MAGI) over $196,000 for married filing joint or 

over $133,000 for single. Contributions directly to a Roth 

IRA for income levels over these amounts are prohibited.  

A non-deductible contribution becomes ‘basis’ (after tax 

money) in the IRA. Basis in an IRA is money that you 

have already paid income taxes on. When making a non 

deductible contribution there is no tax break/benefit in 

the year of the contribution. The Individual or their tax 

preparer will need to file IRS form 8606 with their 

Federal tax return in the year of the contribution and 

each year thereafter. Filing this form is critical to insure 

that the owner (or beneficiaries) are not taxed on the 

basis in the future.  

Step 2: Request that the custodian of your Traditional 

IRA convert the account to a Roth IRA. When 

performing a Roth conversion, the basis (after tax funds) 

in the account are not taxed.  

That’s all there is to it!  

To see how the numbers and process flows I have 

provided examples for John Saver: 

Situation 1: John is a high income earner and has no 

Traditional IRAs 
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Technique for High Income Earners to Grow Assets Tax Free 
 

By: Gary Shor, MBA, CFP®   

Benefits of the Roth IRA 

 Tax free growth of the assets1 

 Tax free withdrawals of earnings1 

 No Required Minimum Distributions ever  

 Beneficiaries also have tax free withdrawals 

 

1
 Assumes owner is over age 59.5 and 5 years have lapsed 

since conversion or 1st contribution. 

http://www.aepg.com/our-firm/team-bios/details/47
https://aepg.com/staff-member/gary-shor/
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By: Gary Shor, MBA, CFP®                                                                        Continued, Page 2 

• John opens a Traditional IRA and makes a non-

deductible contribution of $5,000. (John tells his 

accountant to file form 8606)  

• John instructs the IRA custodian to do a Roth 

conversion. 

•  John pays no taxes on the conversion because all of 

the funds in the IRA are considered basis. 

• John now has a $5,000 Roth IRA that will grow tax 

free and future withdrawals will be income tax free 

(assuming Roth IRA is held for at least 5 years and 

John is over age 59.5).  

John can continue to deploy this strategy each year. This 

will allow John to build up a Roth account.  

ASSETS GROW TAX FREE
1 

Situation 2: John is a high income earner & has $20,000 

of Traditional IRA funds.  

It gets a little trickier when John already has pre-tax 

funds in a Traditional IRA. John can’t just convert the 

$5,000 non-deductible contribution like in the example 

above. He has to convert pro-rata based on the ratio of 

pre-tax to after-tax funds in the Traditional IRA or he 

may be able to roll his Traditional IRA into his 401(k).  

Option 1: John converts pro-rata.  

• John makes a $5,000 non-deductible contribution to 

his Traditional IRA. The total value of the Traditional 

IRA is now $25,000 of which $20,000 is pre-tax and 

$5,000 basis (after tax). 

In this example, $5,000 basis / $25,000 total value = .20 

(20%). This means that for every dollar converted 20% 

would be basis and 80% would be pretax.  

If $5,000 was converted, then $1,000 or 20% would be 

basis and not taxed while $4,000 or 80% would be 

taxed.  

John may wish to wait to convert after a few more non 

deductible contributions. Let’s say John waited 5 more 

years and made a $5,000 contribution each of those 

years. At that point, assuming no growth, the total IRA 

would be $50,000 ($25,000 beginning balance + $5,000 

contributions for 5 years).  

Now the pro rata rule would calculate each dollar 

converted to be 50% basis and 50% taxable. Not as big 

of a tax bite when converted. 

Option 2: To avoid the pro-rata rule, John can roll his 

Traditional IRA money into his 401(k) at his place of 

employment.  

Some 401k plans allow participates to roll only pre-tax 

IRA funds into their 401k accounts. John is in luck, he 

called his HR rep and she confirmed that their plan 

allows this.  

• John completes the paperwork to transfer his 

$20,000 of Traditional IRA funds into his 401(k). 

Now John has $0 Traditional IRA dollars and can 

proceed as outlined in example 1. 

This example comes with some caution flags. Please 

make sure the beneficiaries on your 401k and IRAs are 

current and reflect your wishes. Generally, 401k 

investment choices are limited to the plan, and IRAs 

have much more flexibility/freedom for investments. 

Access to the funds in a 401k plan can be limited and is 

determined by the plan document.   

As with all things tax related, best practice is to discuss 

your plans with your AEPG Financial Life Planner and 

tax professional before proceeding.  Please contact us 

to review your situation for taking advantage of this 

technique. 

 

 

Gary Shor, MBA, CFP®  
Vice President, Financial Life Planning 

 
AEPG® Wealth Strategies 

25 Independence Blvd, STE 102 

Warren, NJ 07059 

 

E-mail: GShor@aepg.com 

Direct:  908-821-9787 
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2014 

Steven W. Kaye named in  
 

Best Financial Advisers  

for Dentists 2016 
 

Dental Products Report from 

2011 - 2016 

Barron’s ranked  

Steven W. Kaye #26 in the 
State of New Jersey for 

 

Barron’s Top 1200  

Financial Advisors 

2014 

NJBIZ honored  

AEPG® Wealth Strategies  

as one of the 
 

Best Places to Work in 

New Jersey 
 

2014 - 2017 

Steven W. Kaye, Peter 
Needham, Gary Shor, & Ray 
Hawkins (‘16) were named 

 

Five Star Wealth Managers 
in New Jersey Monthly Magazine 

  

2012 - 2017 

Steven W. Kaye named in 
 

Best Financial Advisers for 
Doctors 2016 

 

Medical Economics 
 

2014 - 2016 

AEPG® Wealth Strategies  

was chosen to receive the 
 

Best Practices Award 
 

Investment News 
 

2014  

Steven W. Kaye named in 
 

Top 100  

Retirement Plan Advisers 
 

Plan Adviser’s 
 

2014  

AEPG® Wealth Strategies  

named 
 

Top RIA Ranking 
 

Financial Adviser Magazine 
 

2011—2016 

Important Disclosure 

Please remember that different types of investments involve varying degrees of risk, including the loss of money invested. This material may contain certain 

forward-looking statements. These forward looking statements are not guarantees of future performance, condition or results and involve a  number of risks and 

uncertainties. Past performance may not be indicative of future results. Therefore, it should not be assumed that future performance of any specific investment or 

investment strategy, including the investments or investment strategies recommended or undertaken by American Economic Planning Group, Inc. (“AEPG”) will be 

profitable. Definitions of any indices listed herein are available upon request. Please remember to contact AEPG if there are any changes in your personal or 

financial situation or investment objectives so that we can review our previous recommendations and services, or if you wish to impose, add or modify any 

reasonable restrictions to our investment management services. This article is not a substitute for personalized advice from AEPG and nothing contained in this 

presentation is intended to constitute legal, tax, accounting, securities or investment advice, nor an opinion regarding the appropriateness of any investment, nor 

a solicitation of any type. Investment decisions should always be made based on the investors specific financial needs, objectives, goals, time horizon and risk 

tolerance. This information is current only as of the date on which it was sent. The statements and opinions expressed are, however, subject to change without 

notice based on market and other conditions and may differ from opinions expressed in other businesses and activities of AEPG. Descriptions of AEPG’s process 

and strategies are based on general practice and we may make exceptions in specific cases. A copy of our current written disclosure statement discussing our 

advisory services and fees is available for your review upon request.  
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