
GUARDING AGAINST IDENTITY
THEFT

NEED CASH?  AVOID TAPPING
YOUR RETIREMENT

STARTING A ROTH FOR A TEEN

America is enduring a data breach problem. As many workers
traded in the office for remote work, data security has been a focus
for the public and private sectors. Between robocalls pitching low-
cost health insurance, pretending to be the I.R.S., or offering “work
from home” opportunities, the pandemic has seen scammers getting
more creative than they’ve ever been. (1)
  
Tax time is prime time for identity thieves. They would love to get
their hands on your 1040 form, and they would also love to claim a
phony refund using your personal information. You may realize
you’ve been the victim of tax fraud if you can’t e-file your tax return
because of a duplicate Social Security number or if you receive a
notice from the I.R.S. that talks about owing taxes for a year you
haven’t filed (2) 

Just make sure when you e-file that you use a secure Internet
connection. When you e-file, you aren’t putting your Social Security
number, address, and income information through the mail. You
aren’t leaving Form 1040 on your desk at home (or work) while you
get up and get some coffee or go out for a walk. If somehow you just
can’t bring yourself to e-file, then think about sending your returns
via Certified Mail. Those rough drafts of your returns where you ran
the numbers and checked your work? Shred them.

Use secure Wi-Fi. Avoid “coffee housing” your personal information
away – never risk disclosing financial information over a public Wi-Fi
network. (Broadband is susceptible, too.) It takes little sophistication
to do this – just a little freeware. 

Sure, a public Wi-Fi network at an airport or coffee house is
password-protected – but if the password is posted on a wall or
readily disclosed, how protected is it? A favorite hacker trick is to sit
idly at a coffee house, library, or airport and set up a Wi-Fi hotspot
with a name similar to the legitimate one. Inevitably, people will fall
for the ruse, log on, and get hacked. 
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On The Bright Side
it could tell you that you’ve won a prize; it could claim to be
someone from the county clerk’s office, a pension fund, or a
public utility – be skeptical. Financially, you could be doing
yourself a great favor. 
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Quote Of The Month 
“The quickest way to double your money is to fold it over
and put it back in your pocket. -- Will Rogers

Thanks to the passage of the American Rescue Plan Act of
2021, tens of millions of individual taxpayers aged 50 and
older are receiving stimulus checks of up to $1,400 this
spring. Some of these payments have gone to Social
Security recipients. (CNET, March 20, 2021)
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Did You Know?
Our current American flag was designed by a
teenager
 

Bob Heft, a 16-year-old in Lancaster, OH, designed a 50-star
U.S. flag for a high school assignment in the late 1950s,
when Alaska and Hawaii were poised for statehood. His
teacher gave the design a B- and told him it was
"unoriginal." Out of thousands of new flag designs
submitted to the federal government, Heft's was accepted,
and his teacher later changed his grade to an A.

Look for the “https” & the padlock icon when you visit a
website. Not just http, https. When you see that added “s” at
the start of the website address, you are looking at a website
with active SSL encryption, and you want that. A padlock icon
in the address bar confirms an active SSL connection. For really
solid security when you browse, you could opt for a VPN (virtual
private network) service which encrypts 100% of your browsing
traffic.(3)

However, be especially careful when clicking on any links that
you receive from an unknown sender. Many criminals have
caught up, and use sites that seem valid by using the “https”
prefix. Look to see what the email is asking for (for example,
demanding payment), and verify this by sending a separate
email or calling the supposed contact to verify the validity of
the email. Look for any misspelled words or incorrect links in
the email. If you’re more technically savvy, you can look at the
original version of the email to see if it actually originated from
somewhere else. (3)

Check your credit report. You may have been the victim of
identity theft or fraud, and not even realize it, until it shows up
on your credit reports. Thanks to the Fair Credit Reporting Act
(FCRA) you are entitled to one free credit report per year from
each of the big three agencies: Experian, TransUnion, and
Equifax. This year, because of the increased issues with identity
theft and fraud during COVID-19, these three agencies are also
allowing weekly credit checks from now until April 2021.
Checking your credit report weekly will not affect your ability to
order your free annual credit report. (4,5)
   
Don’t talk to strangers. Broadly speaking, that is very good
advice in this era of identity theft. If you get a call or email from
someone you don’t recognize – 

NEED CASH? AVOID TAPPING YOUR
RETIREMENT ACCOUNT
.

Imagine if your 35-year-old self magically appeared in front of
you one day and asked for a percentage of your retirement
savings or a bit of your retirement income. While this would
never happen, something financially analogous happens in the
lives of too many people. They withdraw assets from their
retirement accounts in mid-life, which can hurt their lifetime
retirement savings potential (and possibly, their retirement
income potential as well). In effect, they borrow from their
future selves when they take retirement plan distributions too
early.  

Most people who turn to retirement savings for cash do so in
response to a pressing financial need, perhaps not fully
realizing the negative effect the drawdown could have on tax-
advantaged compounding. Loans can be another negative. Is it
possible to borrow up to 50% of the invested assets in some
retirement accounts, and even more under certain hardship
circumstances declared by the federal government in response
to a disaster or emergency? Usually, retirement plan loans do
not trigger the penalties and taxes common to early
retirement plan distributions, but they handicap your potential
to amass retirement savings in the same way, by taking money
out of a vehicle where it might grow and compound minus
annual taxation. Fail to pay such a loan back to the plan on
time, though, and you might face a 10% early withdrawal
penalty and taxes on the amount not repaid soon enough.1
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Want to give your child or grandchild a great financial start? A
Roth IRA might be a choice to consider. There are many reasons
why starting a Roth IRA for a teenager may be a sound financial
strategy. Read on to learn more about how doing this may
benefit both of you.

Tax-free benefits during retirement. Setting up a Roth IRA for
the teenager in your life could prime them to have more
retirement savings. Plus, a Roth IRA has the potential to
accumulate over the years, and the owner may be able to better
manage their tax burden if they withdraw the money after age
59½. (1)

For example, a 19-year-old who contributes $5,000 a year to a
Roth IRA, which earns 8% for 40 years, would be positioned to
have about $1.4 million by age 59. Of course, this is a
hypothetical example that’s used for illustrative purposes only. It
is not representative of any specific investment or combination
of investments. Actual results will fluctuate. (2)

Greater earning potential, thanks to the magic of compound
interest. Setting up a Roth IRA for a teenager is a great way to
introduce them to basic financial concepts, such as compound
interest. Giving your teen a hands-on learning experience may
help them understand the value of saving for the future. You
might also be facilitating your child or grandchild to develop
lifelong financial habits. (3)

Looking ahead to the future. If money is withdrawn before age
59 ½, there may be a penalty assessed. This is typically a 10%
I.R.S. penalty, but in some circumstances, it can be more. There
is, however, a notable exception. Up to $10,000 of earnings can
be taken out of a Roth IRA at any time if the money is used to
buy a first home. In this particular case, the I.R.S. waives the early
withdrawal penalty. Should your teenager become a parent
someday, a portion of those Roth IRA assets might also be
utilized to pay college tuition costs for themself or their child.
(1,4) 

Keep in mind that this article is for informational purposes only.
It's not a replacement for real-life advice, so make sure to
consult your tax, legal, and accounting professionals before
modifying any Roth IRA strategy.

Rules for gifting a Roth IRA. Setting up a Roth IRA for a teen
means that you can gift them some of the funds to get it
started, provided that your teen is earning income. 

Sometimes, a newsworthy event can require a new
approach. But many times, it may just be a “speed
bump,” a momentary blip that’s already factored into
your long-term vision.

 If a current event or headline
has caused you to reconsider
your financial strategy, please
give us a call. 

So, if your 15-year-old has earned $6,000 at a summer job,  you
can gift them up to $6,000 (the maximum annual
contribution) to invest in a Roth IRA. The amount gifted or
contributed cannot exceed the teen’s income, however, and
the annual contribution limits to a Roth IRA still apply. What’s
more, you may also realize a tax perk. If you make the initial
contribution to the Roth IRA as a parent or grandparent, that
money can count as a gift within your $15,000 yearly gift tax
exclusion ($30,000 for a married couple). (5)

There are a few things to consider when setting up a custodial
Roth IRA. Setting up a Roth IRA for a minor is often referred to
as a custodial IRA. Until the child is able to take it over, you act
as the custodian of the account. Individual state laws
determine when the minor child is able to take over
management of the Roth IRA for themselves. (1,4)

You should always consult with a tax professional to ensure
that you and your minor child are following all federal and
state regulations. If this is something you’re considering doing
for a loved one, I’d be happy to talk with you further.
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Starting a Roth IRA for a Teen
This early financial decision could prove helpful over time.
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2010 Raymond Diehl Rd., Ste. 102
Tallahassee, FL 32308

May/June 2021 Newsletter


