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coal companies (as measured by the MV Global Coal PR USD index) lost
24.56%. Oil & gas companies (as measured by the DJ Global Oil & Gas TR
USD index) lost 14.43%. (Data from www.morningstar.com.)
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Divestment Gaining Momentum

But why are the stock prices of fossil fuel companies collapsing? To fully
understand why, let’s examine how the “fair market values” of fossil fuel
company stocks are determined. Let’s start with two very important definitions,
“proved reserves” and “reserve replacement ratio.”

Unless you live under a rock, you are well aware that our portfolios are now
99%+ divested from fossil fuels. The main reasons for our divestment were
based upon the deteriorating fundamentals of the fossil fuel industry as well as a
desire to no longer support an industry that is threatening our very survival in
pursuit of “profits at any cost.”

Proved Reserves – A classification used in mining sectors that refers to the
amount of resources that can be recovered from the deposit with a reasonable
level of certainty. Proved reserves is a common metric quoted by companies
such as oil, natural gas, coal and other commodity-based companies.
http://www.investopedia.com/terms/p/proved-reserves.asp

From a fundamental perspective, one only has to compare the returns of fossil
fuel companies to the general markets to recognize the ongoing collapse of fossil
fuel stocks. In year 2014, the total global stock market (as measured by the
Morningstar MSCI Global Markets index) gained 5.81%. At the same time,

Reserve Replacement Ratio – A metric used by investors to judge the
operating performance of an oil and gas exploration and production company.
The reserve-replacement ratio measures the amount of proved reserves added to
a company's reserve base during the year relative to the amount of oil and gas
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produced. During stable demand condition environments a company's reserve
replacement ratio must be at least 100% for the company to stay in business
long-term; otherwise, it will eventually run out of oil.
http://www.investopedia.com/terms/r/reserve-replacement-ratio.asp
The CFA’s (Chartered Financial Analysts) who research the stocks of extractive
industries have always assumed that a company’s “proved reserves” are very
similar to cash in the bank and that a “reserve replacement ratio” higher than 1.0
indicates a growing company. CFA’s also assume that all of the identified fossil
fuel reserves will ultimately be extracted, sold and burned. When CFA’s weigh
all of their data inputs, as much as 80% of the stock price of fossil fuel
companies depends upon proved reserves and reserve replacement ratio.

It is a movement that is gaining momentum and we are on board.
Perhaps the most interesting institutional investment company that has divested
from fossil fuels is Kingdom Holding Company, based in Riyadh, Saudi Arabia.
They manage the wealth of the Saudi Royal Family. The “smart money” of the
planet’s wealthiest exporter of crude oil has already seen the handwriting on the
wall. The following recent quote succinctly sums it all up:
“The stone age came to an end not for lack of stones and the oil age will come
to an end not for lack of oil.” -- Sheikh Yamani, former Saudi Oil Minister
and current member of the Board of Directors for Kingdom Holding Company.

Since we now know that most of the known deposits of fossil fuels must remain
in the ground if life on Earth as we know it is to survive, the result is that the
stock prices of most fossil fuel companies are as much as 80% overvalued! This
is the classic definition of a stock price bubble. When this bubble bursts, anyone
owning stocks in fossil fuel companies will lose their shorts!
However, many institutions are divesting and it is happening with remarkable
speed. Arabella Advisors (www.arabellaadvisors.com) conducted a study last
year that concluded that, as of 2014.09.19, “181 institutions and local
governments and 656 individuals representing over $50 billion in assets have
pledged to divest from fossil fuels.” The number of individuals represented by
these institutions totaled over 521 million people. Therefore, this is not a fluke.

We now know that the very survival of life on Earth depends upon reducing the
concentration of CO2 in the atmosphere from the current 400 ppm back down to
the pre-industrial level of 350 ppm (hence the climate change activist group
known as www.350.org). To accomplish the goal of reducing our CO2
concentration in our atmosphere we will have to leave most of the fossil fuels in
the ground rather than digging them up and burning them. When this reality
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becomes universally accepted, anyone left owning ExxonMobil or Peabody Coal
will be crying the blues!

infer that the parties intended those benefits to vest for life.”
My father worked for Public Service Company of Colorado (now Xcel Energy)
for 35 years. He retired at age 65 and died at age 82. My parents had to be very
frugal to make ends meet. But they both benefited from a great health insurance
policy that had been part of his union’s negotiated benefit package. Without
their retiree health insurance, my parents would have had to declare bankruptcy
when my dad was diagnosed with the cancer that ultimately took his life.
But now SCOTUS informs us that a company has the right to stop providing
retiree health insurance when doing so suits their profit motives. The only way
that a company can be held to account is if the collective bargaining contract
specifically states that health insurance must be provided for life. But none of
the agreements that I’ve read are written that way! I seriously doubt if any
company will renegotiate their collective bargaining agreement to specifically
state that benefits vest for life unless they are forced to do so by a union strike.

So, not only have we already divested from fossil fuel companies, we also are
proactively investing in alternative energy, such as wind, solar, geothermal,
hydro, etc. We are also investing in the basic staples of life, such as clean water
and sustainable agriculture. Although there will be ups and downs (an
inescapable fact of investing), I believe that we are now well positioned to avoid
most of the pain when fossil fuel stock prices collapse. We will continue to
profit from the inevitable refocusing of our global efforts on renewable energy.

Retiree Health Benefits Attacked
At the end of January, 2015, the Supreme Court of the United States (SCOTUS)
issued a ruling that effectively kills retiree health insurance benefits for union
employees. The specific case was M&G Polymers v. Tacket. Unfortunately,
the blowback from this regressive decision will certainly be suffered for many
years to come.
Up until the recent SCOTUS decision, it was always assumed that, if a
collective bargaining contract required the employer to provide health insurance
for retirees, the employer’s obligation would last for the remainder of the
retiree’s life. However, the SCOTUS opinion (written by Justice Clarence
Thomas) has thrown that assumption out the window!
“When a contract is silent as to the duration of retiree benefits, a court may not

Increasing longevity is fundamentally changing the retirement calculus. For me
as a planner, not being able to count on retiree health insurance benefits throws
yet another “unknown” into the mix. For the unionized worker, this has to be
viewed as a very negative development. So, if you are covered by a collective
bargaining agreement, now is the time to review the terms of that agreement so
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that the cost of buying your own health insurance can be factored-in to your
retirement projections. Be sure to let me know what you discover so that course
corrections can be made while there is still time.
2015 Tax Traps
We are not even done with the 2014 tax season and already we have to adjust to
some unsettling new changes for 2015.

America I know and love!) This will finally resolve many tax issues that have
plagued LGBT partners. Prior to this, several types of potentially complicated
trusts, wills and other estate planning documents were needed to protect samesex partners. When same-sex marriage becomes the law of the land, those
previous documents may become moot. Please consult your attorney. I do not
provide legal advice.
Rolling over an IRA was always permitted as long as it was re-invested in a new
IRA within 60 days. You could cash-out your old IRA, use the money for any
purpose, but only for 60 days, and then deposit the same amount back into your
new IRA without paying any taxes or penalties. This is called a “rollover.” But,
too many people were constantly withdrawing their IRA money, using it for 60
days, rolling it over into a new IRA only to withdraw everything the very next
day! The IRS now limits us to one rollover per year, no matter how many
IRAs are owned. Not affected by this ruling are “direct rollovers,” wherein a
check from the custodian of your previous IRA is made payable to the custodian
of your new IRA. (In other words, you can’t cash the check.) Similarly not
affected by this ruling are “transfers,” wherein the custodian of your previous
IRA electronically transfers the money to the custodian of your new IRA.

The American Taxpayer Relief Act of 2012 delivered our first tax trap in the
form of a net investment income tax. If you realize gains in taxable investment
accounts, expect to pay an additional 3.8% tax on top of your short- or long-term
capital gains tax. It only impacts taxpayers with a modified adjusted gross
income over $200K for singles and over $250K for married-filing-jointly. (I’m
very glad we realized capital gains last year during our divestment process rather
than waiting until this year!) Please consult your CPA. I do not provide income
tax advice.
Thirty-five states and Washington DC now recognize same-sex marriage and
nine states have pending court decisions. (It’s about time!) By June of this
year, SCOTUS will rule again on same-sex marriage and will likely confirm that
it is a constitutionally protected right throughout the entire country. (That’s the
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Maybe you have noticed that 2014 was the first year that you had to report to the
IRS that you actually had health insurance coverage. I believe that most people
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are like me in that I would never be uninsured. Period. But, because of the
young and foolish, those of you who still think you can leap tall buildings with a
single bound and that medical catastrophes won’t happen to you, there are now
financial penalties if you do not buy health insurance. Individual scofflaws get
off rather light, for now. But employers must provide affordable, minimally
essential coverage for their employees in compliance with the Affordable Care
Act (ACA). If they don’t, the penalty is $100 per day per employee! So, if you
are an individual, get covered by an ACA-approved health insurance plan. If
you are an employer, make it a point to sit down with your group benefits
representative or insurance agent to assure that you are in full compliance with
the ACA. The government is very serious about this one. So, no matter what
you personally think about “Obamacare,” you would be nuts to be uninsured!

Diversification Still King
I have seen it happen, time and time again, that “newby” investors are sure they
will outsmart the markets by picking the next “winner.” But rarely does that
work. It is far better to have a well-diversified portfolio that can be rebalanced
when winners and losers arise. Better yet, let us manage your accounts for you.
We are confident that you will be very pleased with the results!

Retirement Funding Sources
Theory: By utilizing non-correlated retirement income funding sources from
which withdrawals are taken relative to the strength of their mutual divergence,
it may be possible to extend the duration of the income stream being provided
by a portfolio of securities so managed.
English Version: It is our recommendation that you accumulate between oneand three-years-worth of basic living expenses and hold them in cash reserves.
(Even cash reserve accounts should be properly structured. We’ll help!)
During periods of stock market weakness, you should avoid liquidating
investments at a loss. Use cash instead. (You must stay invested if you are to
have any chance for recovery.) During periods of relative stock market strength
you should fund your retirement income needs by taking withdrawals from your
investment portfolio while replenishing your cash reserves for the next time
when (not if) the stock market suffers another significant correction. (Of course,
it is essential to skillfully structure and effectively manage your investment
portfolio. We’ll do that!)
CURRENT RECOMMENDED SOURCES FOR WITHDRAWALS TO FUND RETIREMENT INCOME

LEGEND
0 - 87: Stop all withdrawals from investment portfolio. Use cash reserves.
88 - 173: Blend withdrawals from investment portfolio and cash reserves.
174 - 260: Take withdrawals from investment portfolio. Replenish cash.

If you like the concept of maximizing the lifespan of your retirement
withdrawals but you do not wish to take on the responsibility yourself, please
consider enrolling in our Strategic Withdrawal Managementsm (SWMsm) service.
We will deal with the management logistics while you deal with your golf
swing.
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Current Mortgage Rates

PLANNING AND INVESTMENT ADVISORY SERVICES

HOME MORTGAGE: The following are the national averages of mortgage
rates (source: Bloomberg Business). Because mortgage interest rates change
throughout each business day, these recent examples will not necessarily be
applicable when you apply for your next mortgage. They are provided for
illustrative purposes, only.
RECENT CONVENTIONAL CONFORMING FIXED MORTGAGE INTEREST RATES
30 Year Fixed Rate
Conventional/Conforming,
30-Day Lock
Current
Previous Month
3.84%
3.92%


x

x
x

15 Year Fixed Rate
Conventional/Conforming,
30-Day Lock
Current Previous Month
3.06%
3.00%

There are several other factors that affect the rate of your loan. Such factors include the state in
which the mortgaged property is located, loan-to-value, FICO credit scores, cash-out refinance, highbalance loans, variable-rate loans, government programs (such as FHA or VA loans), non-owner
occupied, self-escrow of property taxes and homeowner’s insurance, etc.

You will need to provide your independent mortgage broker with the following
documents when applying for a loan:
 Signed and dated loan application and mortgage documents.
 Most recent 2 month’s pay stubs.
 Most recent 2 years W2’s and tax returns).
 Most recent 2 months statements on all financial accounts such as checking,
savings, retirement, stocks, etc.
 Property/casualty/liability insurance carrier.
 Official military, divorce, separation, child support documentation (if
applicable).
Web Links
Full disclosure of all the services we provide and all the fees we charge can be
viewed at the following link to our SEC Form ADV Part 2A:
http://www.colsonfinancial.com/sites/default/files/users/colsonfinancial/pdf/ADVnew.pdf

You may view our privacy policy at the following link:

http://www.colsonfinancial.com/sites/default/files/users/colsonfinancial/pdf/BBB_PrivacyPolicy.pdf

You may review our fee schedule at the following link:
http://www.colsonfinancial.com/sites/default/files/users/colsonfinancial/pdf/FeeSchedule.pdf

You may log in to view your account(s) at the following link:
https://www.trustamerica.com/liberty/desktop/cfi

Please contact our office if you prefer to receive these documents via snail-mail.
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When we work with individual clients, we focus on two areas:




“Fee-Only” Financial Planning: Together we calculate what you earn and
what you spend (cash flow), what you own and what you owe (net worth),
and we structure a course of action for the successful achievement of your
financial goals. We have no broker-dealer affiliation. We do not sell any
products. We earn zero commissions and we receive zero 12b1 fees.
“Fee-Based” Investment Management:
We provide affordable
professional investment management with honesty, integrity and exceptional
+
fiduciary care. Our portfolios are designed to be 99% fossil fuel-free. Our
compensation amounts to a small fraction of a percent of the total of all of
your family’s accounts. We strive to earn investment returns at a risk level
that you can accept while keeping the total of all expenses at a minimum.

A) We avoid all financial products that pay commissions. Product
sponsors charge higher expenses in products that pay commissions.
Higher expenses result in poorer investment performance.
B) The cost for our investment advice is fully disclosed, in actual
dollars, not buried somewhere in a prospectus as “basis points.”
C) We dispel the myths and misconceptions of the anecdotal advice that
may be dispensed by your well-intentioned friends or relatives.
We believe that your financial success will be better achieved with
ongoing professional investment management driven by an unwavering
discipline to remain focused on your goals. If you have neither the time
nor the desire to be a “do-it-yourselfer,” please allow us to be your
fiduciary. We will always place your best interests ahead of our own.
THE FINE PRINT: Subscriptions to this newsletter are available for $120.00 (US funds) per year.
This newsletter does not accept advertising. No compensation of any kind is accepted from any
source for the topics that are presented. Although all information is obtained from sources deemed
to be reliable, there are no guarantees as to the accuracy. The opinions expressed by the author are
not guaranteed. You are strongly urged to consult Colson Financial Group, Inc. prior to your
implementation of any of the strategies or recommendations that are presented. Always consult a
CPA for income tax advice. Always consult an attorney for legal advice. There are no guarantees,
either expressed or implied, as to the performance of any investments or strategies presented. All
investments involve risk. Capital losses can and do occur. Read a current prospectus for each
investment before investing money. The Advisor is directly registered with the divisions of
securities in the states of Colorado, Oregon, Texas and Washington. The Advisor also does business
in numerous other states where registration is not required. You may find more information by
referring to Firm IARD/CRD number 109704 at the following link:
http://www.advisorinfo.sec.gov/IAPD/Content/Search/iapd_OrgSearch.aspx
Ronald Scott Colson, CFP, MBA, President, is registered as an Investment Advisor Representative.
(Refer to IARD/CRD U-4 number 1715364.) Ronald Scott Colson, CFP, MBA, President
maintains CFP license number 046350 that was issued 1993.03.15 by the Certified Financial
Planner Board of Standards. For complete details about all services and fees, please refer to the
Advisor’s “SEC Form ADV Part 2A” and other disclosures available on the Advisor’s web site:
http://www.ColsonFinancial.com
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