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Scheduling our plofo shoot

with, Jm Cocia
proved difficult.

With his offices in Poughkeepsie, we
thought it'd be a quick trip for our
Manhattan-based photographer. That is,
until we realized Ciocia’s now based in
Tampa, Fla. Which makes sense: If you
cater to high-net-worth retirees, you go
where there are high-net-worth individuals
— and retirees.

In college in the late 1970s, Ciocia
honed his skills by working for accountants
during tax season. After graduating from
St. John'’s University, he prepared tax
returns for a small accounting practice in
New York City. The year after that, he met
partner Tom Gilman. In November 1980
they started Gilman/Ciocia. The combina-
tion of tax preparation and comprehensive
financial planning has served them well. In
1994, the firm went public, listed on the
NASDAQ as GTAX. After years as a Royal
Alliance-affiliated firm, they purchased
Prime Capital, and today have 300 reps.

Ciocia’s expertise in tax-efficient investing
makes him an obvious choice for our annual
IRA and income planning issue. We asked
Ciocia about his success in the tax-efficient
investing arena, and what boomer advisors
should know about rollover and income pro-

visions in light of recent regulatory changes.

Boomer Market Advisor: You're enter-
ing your third decade in the business.
When did you decide to move away
from tax preparation and CPA work and
more into the financial advisory realm?
James Ciocia: [ want to stress that we
never moved away from tax preparation.
Tax preparation is a marketing advantage
that we use to gain advisory clients. The
way I would describe us is as an upscale
H&R Block practice. 1 like to think the
quality of our tax returns are as good as any

CPA firm out there, but for H&R Block
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prices. We compete with them on price and we compete with any-
body on price. We do a top-notch job in tax preparation and we've
been reviewing past returns for 30 years. I call it the tax challenge.
I'll review their old returns and challenge them that I can find them
money. My own studies find that about 50 percent of the returns I

review get people money back. It's been an effective marketing tool.

BMA: So why move into comprehensive financial planning?
JC: Idon't want to diminish the importance of income tax prepa-
ration. But 25 years ago people asked us, “What are these new
401(k)s coming out, Jim? Should I sign up for this 401(k)? How do
I deal with my elderly parents’ retirement?” We found that when we
referred these clients to others for that advice, they were getting
the wrong advice and it was costing them money. It was costing
them not only in more fees and commissions, but more in taxes as
well. So we got licensed and gave them the right advice. We're
independent, and we have no loyalty to any one
company or any one product. You are in an
environment where you can choose no load,
low load or managed accounts and give the
client the right tools and the right products

and do it in a tax-efficient manner.

BMA: There are a lot of boomer
business owners looking to retire.
Are you moving into that mar-
ket as well?

JC: Absolutely, retirement plans
for small businesses. Defined
benefit plans under the

Pension Act were expanded.
They've also made it easier to
transfer money between
plans. If you had an old
401(k), in order to do any-
thing with it you had to
move it into an IRA. Now

you can move it from
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401(k) to 401(k) to defined benefit if the
plans allow. Another important part of the
act that probably make sense for your read-
ers is that most of the plans allow for what
are called in-service distributions. They can
take money out of the plan if they are at
least 62 years old, as I read it, even if they
are still employed.

BMA: As we so often hear, “It’s not
what you earn, it's what you keep.” In
light of the Pension Protection Act
and other recent regulatory changes,
what should advisors watch out for
with tax-efficient investing?

JC: Tll describe a situation with a client I

R L
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had just last night. The guy retired from
Verizon and has got three accounts, a taxable
account and a 401(k) and IRA account. The
gentleman has about a half a million in each
account, a little less than a million in his
non-qualified account. There are all his cor-
porate bonds that are in his non-qualifying
account. So they should be in the IRA
account so they accumulate without taxes.

And he understood that in 12 seconds.

BMA: But it hadn’t been done

until then.

JC: It hadn't been done. And in that situa-
tion it wasn't a matter of making an over-
haul. It's more a matter of a tune up and an
oil change for that client. That has been
my philosophy. If it's not broke, don’t fix it.
Just give the client the right advice and it

comes back to you a hundred-fold.

BMA: Let’s get specific to IRAs. What
should advisors watch for when rolling
out of their qualified plan?

JC: Common sense dictates that the advi-

sor figures out where the client is in terms
of income. If the client is in a high income
bracket (like that client I had last night)
and will continue to be in a high bracket,
then do a traditional rollover. If they drop
into a they're in a lower bracket after retire-
ment consider Rothifying. What I find is
people are advised to sock away money in a
retirement plan or a 401(k) plan when they
are going to be in higher brackets than
when they retire. Under the new retirement
act, they could be now using the Roth
401(k) as a permanent provision. So instead
of putting your $15,000 or $20,000 (if you
are over 50 years old) into a 401(k), you
could put it into a Roth 401(k) and that will
grow tax free. If it's there for five years

everything out of it is tax-free after 59%.

BMA: Do you recommend a 72(t)
strategy for people in this situation
who remain in traditional IRAs; those
clients that are in lower pre-retirement
brackets who don’t want to convert?
JC: For the client T just described,
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a 72(t) was the answer. The client is 57, so
I talked about setting up two IRAs. And we
would do a 72(t) on one and we could take
more or less money out of the other later

on if we need it.

BMA: Is he using it just for ordinary
expenses or is he doing something

else with it?

JC: Mainly for expenses. Some of it is going
to expenses and some of it will be for
Rothification. So you can set up separate
IRAs and then 72(t) one of them and take
the balance of your living expenses out of a
non-qualified account. In this case, we were
able to take the balance out of a non-quali-
fied account until he was 59%, and then have
the other IRA to use as needed after 59%.

BMA: You're well versed in the

IRA rollover strategies. How do

you market yourself to clients about
your IRA expertise?

JC: We do planning workshops and we
have a [great PR person]. But one thing
that worked well for us is that we did
spring training down in Florida. We have a
number of baseball teams down here and
we did workshops and provided free tax
returns at Legends Field. We did the same
thing at the Phillies’ stadium in Clearwater,
with the Twins in Fort Myers and the

Orioles in Fort Lauderdale.

BMA: Obviously you opened offices
in Florida to capture more high-net-
worth retirees.

JC: Yeah. We are looking to expand in
Florida and make acquisitions of these mom-
and-pop tax practices. We have an office in

Bonita Springs and one in Fort Myers.
BMA: In terms of other competition,

who are you bumping up against? Is it
the local guys around your office loca-

About Gilman Ciocia

tions, or is it more on the national level?
JC: It's everybody. Your big firms obvious-
ly have a presence here. You have a num-
ber of independents. I'll tell you the
biggest competition — and it’s a shame in
a way — these small insurance agencies
that sell long-term surrender indexed
annuities. It really is a sin. We are human
beings first. I had an 82-year-old lady here
this morning with $35,000 to her name
and $10,000 is in this 15-year-surrender
thing. You have got to be kidding me.

BMA: Are you a fan of the living bene-
fit products that are hitting the market?
JC: Yes, I use living benefits. But I try to
use the very short-term surrender products
because three or four years from now there
will be a better deal. Advisors are out of
their minds if they're selling more than a
four-year surrender product. And then if

the client stays with you, you get your trail.

BMA: 1 don’t know if you read some
of the regulatory rulings coming out of
Massachusetts lately, but...

JC: Oh yeah, I have. I always tell people
that if they come in with a solid financial
plan, T'll tell them it was a good job on the
part of my competition. The numbers don’t
lie. T look at four things when I look at a
client’s portfolio: The performance they get,
the risk they are taking, the cost they are
paying and tax efficiency. If you look at per-
formance as it relates to risk and to cost,
you can't say you're going to do something
better if you can't.

BMA: And how do you use
exchange-traded funds from a
tax-efficiency standpoint?

JC: There’s a Web site, www.personal-
fund.com, where you can compare funds.
Today | keyed in a particular mutual and

it gave me four alternatives. It showed

that if you had $10,000 invested 10 years
ago in that fund, you'd have $24,000
today. But if you'd used ETFs, you'd have
$30,000. When the client saw that, they
said, “wow.” The total cost of the mutual
fund the client was in was 4/ percent. It
was crazy. It would take a year to justify

even a 1 percent charge.

BMA: Explain the relationship between
Gilman/Ciocia and Prime Capital.

JC: Prime Capital is a wholly owned
subsidiary of Gillman/Ciocia. We pur-
chased Prime and then moved all our
reps from Royal Alliance over to

Prime Capital. It clears though National
Financial Services, Fidelity's clearing
firm. We have two channels of reps.

We have traditional independent financial
planners and we have what we term
company-owned reps, where they are
housed by us. We provide them with
marketing through the tax preparation
services. We pay their overhead and they
get a reduced payout. I think we have
about 350 total reps.

BMA: Are you bumping up against
H.D. Vest and some of the other firms
that align themselves with CPAs?

JC: Yeah. The industry is very fragmented. |
mean when people say there is a Hertz in our
industry and No. 2 is Avis, well our Avis is the
thousands and thousands of mom-and-pop
shops out there. So when we go into acquisi-
tion mode, we're really going after mom-and-
pop CPAs and mom-and-pop financial prepa-

ration firms to merge and associate with.

BMA: Do you have a minimal level
of investable assets that you require?
JC: T don't. You don't know who the little
guy knows. And right now no one wants to
talk to the little guy. The little guys some-

times become big guys.

Gilman Ciocia is a leading provider of federal, state and local tax preparation services to individuals in New York, New Jersey, Connecticut, Pennsylvania and
Florida. Founded in 1982, Gilman Ciocia caters to middle and upper income taxpayers who face an increasingly complicated tax code and must choose from a
growing array of investment options. Gilman Ciocia is a member of the National Association of Tax Professionals and is recognized among the Top 40 accounting
firms nationwide in 2006 by Accounting Today Magazine.

Tax Planning and Preparation provided through Gilman Ciocia. Securities offered through Prime Capital Services, Inc. (PCS). PCS is a wholly-owned subsidiary of
Gilman Ciocia. Neither Gilman Ciocia nor any of its subsidiaries offer legal services. Legal advice is available through attorneys in private practices. These practices

are not affiliated with Gilman Ciocia.

Visit www.gilcio.com or call 1.800.TAX.TEAM for more information.

GILMAN ad CIOCIA

TAX & FINANCIAL FLANNINGDG




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.3
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 1
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly true
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /ENU ([Based on 'X1A-IDD'] [Based on 'X1A-IDD'] [Based on 'Wiesner PDF x-1a'] [Based on '[High Quality Print]'] Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks true
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        9
        9
        9
        9
      ]
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /ClipComplexRegions true
        /ConvertStrokesToOutlines false
        /ConvertTextToOutlines false
        /GradientResolution 300
        /LineArtTextResolution 1200
        /PresetName ([High Resolution])
        /PresetSelector /HighResolution
        /RasterVectorBalance 1
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 12
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PageMarksFile /RomanDefault
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


