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Your goals.  
Our know-how.

Whatever your business, you’ve got plans. A direction. A someday. 
And the advisor who can get you there fastest is the one who 
knows your industry the same way you do: from the inside.

We help businesses in 33 industries nationwide spot 
opportunities, avoid pitfalls, and reduce their tax exposure. 
Discover what we can do for yours.

Technology & Life Sciences 
Construction 

Manufacturing & Consumer Products  
Not-for-Profit 

Automotive & Dealer Services 
Wealth Services 

9665 Granite Ridge Drive, Suite 600  |  San Diego, CA 92123 
(858) 627-1400   WWW.MOSSADAMS.COM
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That’s the question most of  my clients 
have been asking me, and so far, my answer’s 
been less than definitive. Here’s why: For the 
last several years, we haven’t had the benefit 
of  knowing ahead of  time what the tax re-
lief  will be for the year. Instead, tax relief  has 
been granted at the last minute—sometimes 
even after the last minute—of  the current 
year.

The largest questions surround the 
unknown status of  expiring tax benefits, 
including:

Section 179 Expenses
Under IRC Section 179, taxpayers can 

elect to recover all or part of  the cost of  ac-
quiring qualifying property (up to a limit) for 
the year the property is placed in service—a 
tax benefit that helps many companies offset 
their investments in these items, which can 
include tangible personal property, storage 
facilities, computer software, and real prop-
erty. In 2013 taxpayers could deduct up to 
$500,000 in qualifying expenses. Unless Con-
gress intervenes, the amount will revert to its 
original limit, $25,000 (plus an adjustment for 
inflation), in 2014. 

Bonus Depreciation
Since 2007 bonus depreciation has allowed 

taxpayers to deduct an additional 50 percent 
of  the cost of  qualifying new property in the 
first year that property is placed in service—a 
program designed to boost manufacturing by 
encouraging businesses to buy new. With the 
provision now expired, two questions remain: 
Will bonus depreciation be granted again on 
the purchase of  new property? And if  so, at 
what percentage?

Federal R&D Tax Credits
The federal R&D tax credit allows 

taxpayers to offset qualifying expenses for the 
research and development of  new or improved 
products or processes. The credit has lapsed 
15 times since its inception in 1981, and so 
far, it’s been reinstated each time. It’s likely 
to be reinstated once again, since it enjoys 
bipartisan support from Congress as well as 
the president and it’s currently attached (in 

one form or another) to a variety of  proposed 
extender bills.

Built-in Gain for S Conversions
S corporations aren’t normally subject to 

tax, but when a C corporation converts to 
an S corporation, the tax law imposes a tax 
at the highest corporate rate (currently 35 
percent) on the net unrealized (built-in) gains 
of  the corporation’s assets. Historically, the 
“recognition period” within which a corpo-
ration must recognize built-in gains has been 
10 years, but the American Taxpayer Relief  
Act of  2012 cut that time in half  for 2013. 
Whether the reduced five year period will be 
extended into 2014 is yet to be determined.

Leasehold Improvements
For 2009 through 2011, accelerated depre-

ciation was available for qualified leasehold 
improvement, restaurant, and retail improve-
ment property, and the tax break was extend-
ed through 2013 as well. If  the provision is 
extended again, it would continue to allow 
a shortened recovery period of  15 years for 
such property, rather than 39 years. 

In the last several years these tax benefits 
were reinstated in a “tax extender package,” 
as part of  a current-year tax bill. But since we 
can’t yet know definitively whether any or all 
of  these tax benefits will be available for the 
current tax year, I generally advise my clients 
to proceed as if  these benefits will be unavail-
able, just to be on the safe side. 

That said, I also tell clients that if  their 
business plans include investments that fall 
into these tax relief  areas—assuming those 
investments stem from genuine business 
needs and make sense in the first place—they 

could choose to calculate the final tax picture 
both with and without the benefits to gain an 
understanding of  the potential tax impact.

Should Your Business Wait to Act?
We may not know the future of  these 

extender benefits until after the November 
elections, so it may not be practical for busi-
nesses to wait until then to make decisions on 
potential investments. Beyond that, there’s 
also a possibility we won’t know the status of  
the tax benefits even after the elections.

For the time being, however, we can say 
that both the House and the Senate tax com-
mittees have generally agreed to extend the 
tax benefits above (though their ways of  do-
ing so differ in their respective tax extender 
packages), and at some point, they will meet 
to reconcile the differences. 

What’s on the Tax Horizon for 2014  
and Can You Do Anything Now  

to Reduce What You’ll Owe?

We may not know the future of these extender benefits until after 
the November elections, so it may not be practical for businesses to 
wait until then to make decisions on potential investments. Beyond 
that, there’s also a possibility we won’t know the status of the tax 
benefits even after the elections.

Submitted by Moss Adams LLP

By Bruce Knowlton, Partner, Moss Adams

Bruce Knowlton has more than 25 years of  experience working with closely held middle-market companies and high 
net worth individuals, families, and business owners on income tax, business succession, and estate planning. You can 
reach him at (858) 627-1407 or bruce.knowlton@mossadams.com.

In 2013 taxpayers could deduct 
up to $500,000 in qualifying  
expenses. Unless Congress inter-
venes, the amount will revert to 
its original limit, $25,000 (plus 
an adjustment for inflation), in 
2014. 
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Weatherly Asset  
Management

Focused on Providing Comprehensive  
Wealth Management Services

• Comprehensive and personalized management

• Individual portfolio construction

• Estate, tax and retirement planning

For more information on our firm or to request a brochure, please visit our website at www.weatherlyassetmgt.com

Left to right: Scott R. Frank, CFA; Candise C. Holmlund, CFA, CFP®; Carolyn P. Taylor;
Brent B. Armstrong, CFP®

Weatherly Asset Management L.P. is a registered investment advisor, located 
in Del Mar, Calif., dedicated to providing high quality, personalized wealth 
management services to individuals, small businesses, high-net-worth individuals 
and institutional clients.

Our comprehensive approach to all aspects of a client’s financial life encompasses 
advice on estate planning, wealth transfer and tax planning; asset management 
includes customized and tax-efficient portfolio construction; and the extensive 
experience of our principals and the accessibility of experts sets us apart from 
other firms.

832 Camino del Mar, Suite 4
Del Mar, CA 92014

Office: (858) 259-4507
Toll-Free: (800) 967-9354

carolyn@weatherlyassetmgt.com • candise@weatherlyassetmgt.com
scott@weatherlyassetmgt.com • brent@weatherlyassetmgt.com

Submitted by Weatherly Asset 
Management, L.P.

By Carolyn Taylor and Kelli Ruby

Carolyn Taylor Kelli Ruby

Technology continues to enhance busi-
ness models across a variety of  sectors with 
investment services and wealth management 
being no exception. The world continues to 
move full throttle into the digital age, allow-

ing businesses to augment services and streamline processes to create value for 
clients. There is no question technology enhances service models and back-end 
procedures, but does it create competition for more “traditional” business models 
like financial planning?  The surge in technology and efficiency has given rise 
to new-age “robo-advisors” which aim to replace traditional face-to-face advis-
ing with a do-it-yourself  platform. Robo-advising allows individuals to input a 
series of  data (age, risk tolerance, family status, etc.) and receive a recommended 
asset allocation based on algorithms developed by advisory firms. The appeal of  
robo-advising lies in the automated portfolio construction and management at a 
fraction of  the cost of  firms offering a passive, strategic asset allocation model. 
While robo-advising may be beneficial for those who need general guidance for 
a low level of  assets, individuals and families with complex needs still require 
personal interaction, individualized advice and education offered by wealth man-
agers. 

As client situations and needs change, the type of  advice and services re-
quired must change as well. Wealth management advisors are able to dynamical-
ly restructure portfolios and tailor advice as well as make modifications to estate 
and tax plans to respond to specific shifts in a client’s financial life and changes 
to current laws. For example, many families come to planners with complex es-
tate issues related to multi-generational planning, with concerns about how to 
transfer wealth most effectively while considering tax implications and gifting 
strategies. While a comprehensive wealth manager may be able to address these 
concerns and develop a framework to accomplish estate goals, a robo-advisor 
does not have the capacity or flexibility to deliver this type of  advice. 

As life expectancy increases, many employees in the Baby Boomer generation 
are working past historical retirement age. Whether they continue as W-2 wage 
earners or sole practitioner consultants, these individuals often seek advice 

related on how to maximize retirement benefits and tax savings. A variety of  
factors need to be considered when determining the best course of  action for 
working past typical retirement age. Small business owners often require more 
in-depth planning, from diversifying assets to handling concentrated positions 
in employer stock. Robo-advisors may offer some guidance for these individuals, 
but the overall complex nature of  these scenarios requires holistic advice offered 
by wealth managers. 

The blend of  robo-advising technology and personalized wealth management 
create an opportunity to offer highly efficient and comprehensive advice to clients. 
The previous examples demonstrate the opportunity to utilize technology 
to enhance the services delivered to clients. Wealth managers can integrate 
retirement benefit calculators, Social Security estimators or portfolio management 
systems amongst a variety of  other systems to augment individualized advice 
delivered to clients. 

New age wealth managers are adhering to an “anywhere advisor” model which 
integrates email, video conferencing and e-signature to deliver technology-
enhanced advice and creative solutions to clients anytime, anywhere. Advisors 
are offering access to portals, integrating performance reports with document 
management solutions in a cloud-based environment. Cyber security and 
encryption remain paramount when implementing new technology. Instead of  
dismissing the robo-advisor model, wealth managers should embrace technology 
to increase efficiency, add value and create solutions personalized to clients. 

Robo-Advisor:  
Friend or Foe for Wealth Managers?



2014 KEYS TO WEALTH MANAGEMENT SUPPLEMENT June 16, 2014 www.sdbj.com Page A25 

Submitted by Dowling & Yahnke
By Michael S. Brown, CFA, CPA, Senior Portfolio Manager
Dowling & Yahnke, LLC
12340 El Camino Real, Suite 450, San Diego, CA 92130
dywealth.com • 858.509.9500 • mike.brown@dywealth.com
Dowling & Yahnke gives our clients peace of mind in a complex 
financial world.

Many investors and high earners are still stinging from the impacts of  new 
federal tax rules that went into effect in 2013, which included:
•  Increased tax rates on long-term capital gains and qualified dividends for 
those in the highest tax brackets
• New Medicare taxes on net investment income and wages
•  A new top marginal federal income tax bracket of  39.6 percent (applicable 
to earned income, interest, nonqualified dividends, and other income)
•  Phasing out of  personal exemptions and itemized deductions for high 

earners
Fortunately, several basic strategies are available to investors to reduce taxes. 

While Dowling & Yahnke has employed these strategies for more than two 
decades, they are more relevant than ever given the new tax rules. We coordinate 
closely with our clients’ tax advisors to execute the tax-saving strategies 
described below, along with other more complex strategies, to optimize after-tax 
investment returns for each client. 
Asset Location

Asset location refers to the thoughtful distribution of  investments among 
accounts with different tax attributes, such as taxable accounts, tax-deferred 
accounts (IRA, 401(k), and other retirement accounts), and tax-exempt accounts 
(Roth accounts). Taxable bonds and real estate securities, which generate ordinary 
income taxed at higher rates, should be held in tax-deferred accounts. Assets 
that generate capital gains and qualified dividends, which are taxed at lower 
rates, should be held in taxable accounts. Depending on the situation, municipal 
bonds (which can be tax-exempt) may be used to meet fixed income needs in 
taxable accounts. Asset location strategies will cause accounts with different 
tax attributes to have varying performance, so it is important to focus on the 
performance of  the overall portfolio rather than individual account performance. 
Tax Loss Harvesting

Inevitable declines in the values of  individual holdings in taxable accounts 
may be used to reduce current or future taxes. Even in a year like 2013 in which 
a diversified portfolio of  stocks and bonds increased significantly in value, 
opportunities to sell individual positions for tax losses occurred. For example, 

a stock purchased for $10,000 that declined in value to $8,000 could be sold 
to book a $2,000 loss for tax purposes. The stock may be repurchased after 31 
days under the IRS wash sale rules (or other strategies may be employed) if  the 
investor desires to own the stock for the long-term.
 Managing Capital Gains

Long-term capital gains, which apply to assets held for more than a year, are 
taxed at lower rates than short-term capital gains. While taxes should not drive 
investment decisions, the timing of  gain recognition and holding periods of  
assets should be strongly considered when selling since the difference between 
long-term versus short-term capital gains tax rates can be significant. Also, 
investors should consider rebalancing their portfolios using tax-advantaged 
accounts when possible to minimize current taxes.      
Gifting Appreciated Securities

Investors making gifts to charitable organizations can save significant taxes 
by donating appreciated securities in lieu of  cash. Subject to limitations, if  a 
security held for more than one year and one day is donated to a public charity, 
the amount that can be claimed as a deduction is the fair market value of  the 
security on the date of  the gift. The donor benefits greatly, since a tax deduction 
is received for the fair market value of  the asset on the date of  the gift with no 
capital gains tax paid on the appreciation of  the gifted security. 

Maximizing Returns:  Investing with Taxes in Mind
“The hardest thing in the world to understand is the income tax.” — Albert Einstein

     To learn more about Dowling & Yahnke’s investment approach and 
services, call Michael Brown at (858) 509-9500.

iniinnnniidywealth.com  |  858.509.9500  |  12340 El Camino Real, Suite 450  |  San Diego, CA 92130

Your Financial Success Is More Than 
Our Responsibility. It’s Our Passion.

Founded in 1991, Dowling & Yahnke is 
an independent, fee-only registered investment 

adviser providing comprehensive portfolio 
management and retirement planning.

Giving our clients peace 
of mind in a complex 

financial world
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Create your financial plan with Northwestern 
Mutual. From financial planning to estate 
planning and wealth management, together 
we’ll design a personalized plan to help you 
achieve financial security. Who’s helping you 
build your financial future?

Together, we’ll create a blueprint 
to guide your financial life.

Scott Ashline CLU®, ChFC®
Wealth Management Advisor
CA# 0A92251 
(858) 795-0910
scottashline.com

05-3059 © 2014 Northwestern Mutual is the marketing name for The Northwestern Mutual Life 
Insurance Company, Milwaukee, WI (NM) (life and disability insurance, annuities) and its 
subsidiaries. Northwestern Mutual Investment Services, LLC (NMIS) (securities), a 
subsidiary of NM, broker-dealer, registered investment adviser, and member of FINRA and 
SIPC. Scott E Ashline, Insurance Agent(s) of NM. Scott E Ashline, Registered Representative(s) of 
NMIS. Scott E Ashline, Representative(s) of Northwestern Mutual Wealth Management Company®, 
(NMWMC) Milwaukee, WI, (investment management, trust services, and fee-based planning) 
subsidiary of NM, limited purpose federal savings bank. Representative(s) may also be an 
Investment Advisor Representative(s) of NMIS.

If  you ask people, many of  them will tell you that they are not afraid 
of  dying so much as they may be afraid of  outliving your resources. No 
one looks forward to the time when you can no longer care for yourself. 
When that time comes, your ability to live as good a life as physically pos-
sible will depend on what preparations you make today. 

Exercise, eat right, stay mentally fit and financially prepared. Long-
term care can be expensive and costs can quickly impact a person’s fi-
nancial security. People are living longer, which increases the odds of  
developing a chronic illness that could require on-going care. If  the day 
comes when you are unable to do basic things, such as dressing yourself, 
getting in and out of  bed, eating a meal or going to the bathroom alone, 
you will need to be prepared for the costs of  paying professional caregiv-
ers for the help you need. 

As health care costs escalate, an increasing number of  people are pro-
tecting themselves by planning for long-term care. Though Medicare 
covers skilled care for acute conditions such as heart attacks and broken 
bones; in general, it does not cover the custodial care required for chronic 
medical conditions.

When making your plans for a secure retirement, it’s also important to 
consider long-term care needs as a way of  helping to protect your assets 
so they aren’t exhausted by possible extended-care costs. By planning 
ahead, you can help maintain your independence and help ensure you have 
financial security to live your life your way.

There are quite a few factors to consider when planning for long-term 
care. For this reason, it’s important to work with a financial professional 
who understands your needs, and who can design a plan that will meet 
those needs at a cost you can afford. Specifically, look for a financial pro-
fessional who is supported by a well-established company with a solid 
history of  strength and stability—a company that is well-positioned to 
deliver long-term value and will be there when you need it most.

The right long-term care plan can provide you with options on how 
you receive the care you need and where. It gives you choices about how 
your final years are lived and where. And maybe such a plan can help re-
duce the fear of  outliving your resources. 

Submitted by Northwestern Mutual

Provided By:  Scott Ashline, Northwestern Mutual

Article prepared by Northwestern Mutual with the 
cooperation of  Scott Ashline. Scott Ashline is a Wealth 
Management Advisor with Northwestern Mutual based 
in La Jolla, CA. Scott Ashline is a licensed insurance 
agent. Northwestern Mutual is the marketing name for 
The Northwestern Mutual Life Insurance Company 

(NM), Milwaukee, WI, and its subsidiaries. To contact Scott Ashline, please 
call (858) 795-0910 or email at scott.ashline@nm.com. 

How to Prepare Financially  
for a Longer Life
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If you aren’t receiving a suite of services aimed at helping you define and achieve your individual financial goals,  
isn’t it time you consider reviewing your options? 

Helping clients define and achieve their individual financial goals.

Comprehensive Wealth Management Services—
at the same or less than you may currently be paying for stand-alone investment services.

Reilly Financial Advisors is your comprehensive wealth management firm, truly aimed at becoming your trusted financial 
partner. We provide an integrated suite of services focused around your needs.partner. We provide an integrated suite of services focused around your needs.

Client

Retirement  
Planning

Investment
Management

Financial
Planning

Tax Planning
&

Preparation

Investment
Research

Estate  
Planning

Financial 
Analysis

Reilly Financial Advisors  •  7777 Alvarado Road, Suite 116  •  La Mesa, CA 91942  •  619.698.0794   •  www.rfadvisors.com

Submitted by Reilly Financial Advisors
By David Cariani
David Cariani, CFA, CFP® is the Director of  Wealth  
Management at Reilly Financial Advisors, a fee-only  
independent Registered Investment Adviser based in  
La Mesa, California. 
800.682.3237 • www.rfadvisors.com • rfa@rfadvisors.com

Wealth Management is a term that is tossed 
around frequently. It is generally used to refer to ser-
vices provided above and beyond the scope of  simple 
investment management. Defining the term perfect-
ly for everyone is not as important as understanding 
what it should and could mean to YOU. Comprehen-
sive wealth management services provide solutions 

for investment management, tax planning, cash needs, insurance, and estate 
planning, as well as general financial guidance. All of  these services should be 
provided within the context of  a customized financial plan designed to ensure 
the current and future financial well-being of  you and your loved ones.

Historically this level of  integrated service has only been available to the 
ultra-rich, leaving others to build their own solutions a la carte. However, tech-
nological advancements and competitive forces have changed the landscape of  
the financial services industry and have brought wealth management services 
within the reach of  the mass affluent. As with any service, the most critical de-
cision is who will provide it. Given the more complex nature of  these integrat-
ed services, it is essential that you seek out true professional practitioners who 
possess the broad body of  knowledge necessary to deliver them. You will be 
best served engaging a team of  specialized professionals working seamlessly 
to meet your needs. Your team should be comprised of  an investment advisor, 
a CPA, and an estate planning attorney.

Having a suite of  services provided to you in a coordinated fashion can re-
sult in the sum of  two plus two equaling five. How? Your investment advisor 
should be your primary point of  contact and the consolidator of  your services. 
Having a solid understanding of  your current financial situation and future 
goals, including the tax implications and legal structures surrounding them, 
enables your advisor to better serve your needs. A higher level of  communi-
cation and coordination among these professionals greatly reduces the risk of  
important issues “falling through the cracks.”  Your investment strategies for 

the year can be more tax efficient having your financial professional consult 
regularly with your CPA who prepares your taxes, subsequently resulting in 
less taxes, penalties and filing errors. Your assets will also be managed more 
consistently with your long term goals if  you have a legal document, such as 
a trust, drawn up to spell out your intentions for your estate. You no longer 
are the middleman, messenger, or mediator, between your various professional 
service providers. Any time you have major life occurrences, you have one place 
to call to seek guidance and assistance. And you know you are dealing with a 
professional who truly cares about your situation. 

The cost? It may surprise you. Comprehensive wealth management services 
may cost you the same or less than you are currently paying for stand-alone in-
vestment services. You can benefit from a more thorough professional service, 
with additional tax, legal and planning services included. Byproducts include 
increased free time, fewer costly mistakes, and the peace of  mind that comes 
from having a capable team behind you that understands your situation and is 
committed to your financial success.

If  you aren’t receiving a full suite of  services aimed at helping you define 
and achieve your individual financial goals, isn’t it time you consider reviewing 
your options? 

Two Plus Two Can Equal Five; the Benefits of a 
Comprehensive Wealth Management Approach
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