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Eight steps to take on the investment path

Due to the recent volatility of the stock market, many
investors have been sitting on the sidelines. But history has
shown that the market will go up and the market will go
down - sometimes in dramatic fashion in the same month,
week, or even day. The main thing for investors to do is to
position themselves for rebounds and runups that historical-
ly have followed recessionary periods.

That's not to say that there are any absolute guarantees,
because there are not. It is important that you are fully
apprised of the inherent risks. Nevertheless, there are sev-
eral sound principles you might adhere to. Consider these
eight practical concepts.

Avoid heavy buying or selling. This will often ex-
= pose you to unnecessary risk. And if you wait to time
the “bottom” or the “peak” of the stock market, you are not
likely to be successful. Be consistent and follow a logical
investment plan.

Accentuate diversification. This means investing
= across a range of different asset classes and strate-
gies. Avoid marketing gimmicks that do not truly represent
a diversified array of stocks or other financial products.

Consider adding a suitable foreign element to
= your portfolio. It is common to invest exclusively
on a domestic basis, but this ignores the impact of the glob-
al economy. Besides, if you live and work in the United
States, you are already significantly invested in the current
domestic economy.

Don’t panic. One approach is to stay the course
= when the market is rising or tumbling. In contrast,
panic-driven moves may come back to haunt you.

5 Be wary about definitive forecasts. The reality is
= that few economists predicted the recession, many
investment experts missed last year’s stock market down-
turn and analysts are often bullish just before a stock falls.
Take predictions, both good and bad, with a grain of salt.
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Know what you’re investing in. \Why would you
= put your hard-earned money into a financial product
you don’t understand? Similarly, make sure you are fully on
board with investment strategies. Obtain more information
when necessary.

Go your own way. Don’t be one of those investors
= who always follows the crowd. Determine what is
best for your situation - then stick to those fundamentals.

8 Be patient, but ready. If one good deal goes by

= the boards, another is likely to come along in the
near future. On the other hand, you will want to be poised
to take advantage of buying and selling opportunities when
they present themselves.

Finally, one of the main keys to investment positioning is
having a trusted financial adviser who can help steer you
in the right direction. Remember: You don’t have to do
everything on your own.

New twists and turns for RMDs

There are strict rules governing distributions from
qualified retirement plans and IRAs.

On the plus side, you can begin with-
drawing funds penalty-free after age
59, although the distributions are sub-
ject to tax at ordinary income tax rates.
On the minus side, you must begin tak-
ing “required minimum distributions”
(RMDs) after reaching age 70%.

Key point: The rule for RMDs is temporarily sus-

pended for the 2009 tax year. However this waiv- -

er does not apply to all plan distributions.

Background: If you are retired, you must begin taking dis-
tributions from qualified plans and IRAs by April 1 of the year
following the year you turn age 70%. For example, if your
70th birthday is July 1, 2009, you will turn 70%2 on January
1, 2010, so you will have to take the first RMD by April 1,
2011. Note: You will be required to take two distributions in
2011 (one for the 2010 tax year and one for the 2011 tax
year).

The amount of the RMD is based on your life expectancy
reflecting the value of your account on the last day of the

previous year. Thus, RMDs for the 2009 tax year
depend on the account values on December 31, 2008.

If you fail to make a timely withdrawal, the
IRS may assess an excise tax equal to 50%
of the required amount. Plus, you will still
owe regular income tax on the distribution.

New rule: Under a recent tax law - the Worker,
Retiree, and Employer Recovery Act of 2008 -
you can skip the RMD for the 2009 tax year
from IRAs and defined contribution plans like 401(k)
plans. This generally applies to individuals who were
already making withdrawals. However the temporary waiv-
er of RMDs does not apply to defined benefit plans, such as
pension plans. Participants in these plans must still take an
RMD for 2009 by December 31, 2009.

Of course, even if you don’t have to, you can still choose
to take an RMD this year. Consider your cash flow needs.

It is important that you fully understand all the current rules.
Seek professional guidance with respect to your personal
situation.

Putting estate thoughts in a letter

If you are concerned about your family’s future, you proba-
bly have a will in place. That’s a good start. But a will won’t
do much good if it can’t be found or if the terms aren’t clear.
To avoid potential family squabbles, you may want to draft a
“letter of instructions” to accompany the will.

This is an informal letter giving your heirs information con-
cerning estate matters. It does not carry the same legal

weight as a will, but it is important nonetheless. For
instance, the letter may specify requests that should be car-
ried out upon death. Copies of the letter should be attached
to the original will and your personal copy. In addition, place
another copy in an accessible location known to family
members, so it will be easy to find in times of emotional dis-
tress.
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A letter of instructions may cover a variety of issues, but here are

several areas likely to be included:

Explanation of assets: The letter may provide a detailed inven-
tory of assets - especially those that are likely to be overlooked when

the estate is settled. This can include the following:

checking and savings accounts (with records of pass-
books and their locations);

) safe deposit boxes and their contents;

) business insurance and accident insurance;
) retirement plans;

) Social Security and VA benefits;

stocks, bonds and other investments (including the
names of brokers and account numbers);

) information on real estate holdings; and
) mortgage insurance.

In addition, be sure to list all life insurance policies. Include
the insurance company’s name, your policy number, the
name of the agent handling the policy and any relevant
papers.

Location of documents: Besides those assets already
accounted for, you should also list all of your important per-
sonal and financial papers. This may prove helpful in

settling your affairs. For example, you should disclose the
whereabouts of your past federal and state tax returns and
the records required for this year’s returns.

Don’t forget to list all debts, credit cards and other accounts
that may need to be paid off, canceled or transferred to your
spouse’s name.

Miscellaneous instructions: Other items of a person-
al nature may be included in a letter of instructions. Some
examples are funeral, burial or cremation arrangements;
fees that have been paid and cemetery plots selected;
names and contact information of people and organizations
to be notified upon death; and other specific instructions for
handling personal affairs.

You may want to state personal preferences and desires in
the letter (e.g., your wishes concerning the education of
your children). Finally, you may explain the amounts that
the heirs can expect to receive as inheritances and the rea-
sons for the distributions.

Note: Remember that a letter of instructions is not a legal-
ly binding document. It should not be used as a replace-
ment for a will, but it can provide valuable guidance to your
heirs.

Donating to charity? Make it a “record year”

As the end of the year approaches, you might make
contributions to your favorite charities. The tax law |
permits deductions for these donations within gen-
erous limits.

However, the IRS imposes strict recordkeeping
requirements on certain contributions. If you don’t
measure up, you could be forced to forfeit all or part
of your charitable deduction. Here is a brief review.

Contributions of $250 or more: The IRS requires
donors to obtain a written acknowledgement from a
charitable organization for gifts of $250 or more.
The acknowledgement must be obtained by the
time you file your tax return.

. It should include the amount of the
check or cash donated, a detailed
description of any property that was
donated and the value of the benefit
received if any goods or services were
provided.

Contributions made through payroll
deductions may be substantiated by
pay stubs or Form W-2. Note:
Substantiation is not required if the
donee organization files a return with
the IRS providing the information to be
included in an acknowledgement.
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Quid-pro-quo contributions: If you make a “quid-pro-quo”
contribution (i.e., a contribution made partially or fully in
exchange for goods or services) for an amount above $75,
you must obtain a good faith estimate from the charity detail-
ing the value of the benefit received. For example, say you
attend a fundraising dinner where the tickets cost $100
apiece and the dinner is valued at $40. The charity must
provide a written statement limiting the deductible amount to
$60 per ticket.

However, a written statement from a charity is not required
if you receive token goods, minimal services or intangible
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There are a few other points to keep in mind. If you give
charitable gifts of property exceeding $500 in 2009, you
must attach additional information to your tax return. In
addition, if your donation of noncash property exceeds

$5,000, you are required to provide an independent apprais-
al of the property value. Note: The cost of the appraisal is
deductible as a miscellaneous itemized deduction (subject
to the usual tax law limits for miscellaneous expenses).

religious benefits in exchange for your donation.
These recordkeeping requirements will keep you on your
toes. As long as you keep the proper documentation, you
should be able to claim legitimate deductions in 2009.

ANY QUESTIONS?

Please contact us. We would be
glad to serve you in any way we can.

This newsletter/advertisement is produced for our clients, friends and associates through an arrangement with WPI
Communications, Inc. for the representatives’ use. Although the editorial content is professionally researched, written and
edited, neither our firm nor any of its agents, representatives or associates make any representations regarding the accura-
cy of the content or its applicability to your situation. The information in this communication is not intended as tax or legal
advice. In accordance with IRS Circular 230, the information provided herein may not be relied on for purposes of avoiding
any federal tax penalties. Any tax advice contained in the body of this material was not intended or written to be used, and
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