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MissioN STATEMENT

Themission of the La Jolla Institute
for Wealth Management ismuch more
than money management! Wealth
Management deals with a
PHILOSOPHY for investing--
developing aprocessrather than selling
aproduct. Wealth management builds
decison-making skillsasafoundation
for afinancia businessplanfor youand
your family. Our clientrelationshipis
built on apartnership for successthat
recognizes the need for a thorough
understanding of your situation. Our
primary focusis:

* OBJECTIVE & COMPETENT

INVESTMENT COUNSEL
* Estate & Income Tax Planning
* Inter-Generational Succession
Wealth Management Trust™
 Capital Preservation & Asset
Protection
* Retirement Planning &
DigtributionAnalysis

Our goal isto betheleading provider
of wealth management services to
families, professionals, small to
medium businesses, retirement
plans and trusts.
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SummertimeandthelLivingis

Easy.....Not!

Optimistic?

W, what could be better than theway
we haveit now? Low interest rates,
high stock market, low inflation, high
productivity, lower gasprices, higher
wages, low unemployment, higher glo-
bal growth - huh! Will thislast?

My pointis, if Gross forecastisaccu-
rate, it predictsan economic pattern of
eventud reflation, inflation, and falling
bond pricesin 2009 and “far beyond
asthe U.S. seeksto addressits enor-
mousfutureliabilitiesconcentrated in
socia security, healthcare, and foreign
holdingsof U.S. bonds.”

Don't think so!

10 Year Treasury Note Yield

Check out Chart 1inthisseg-
ment, courtesy of bond guru
Bill Gross August 2006 Invest-
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ment Outlook. The 10 year
Treasury Noteyiddisat 4.7%,
and according to Gross, signal-
ing thebeginning of abull mar-
ket in bonds.
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Source Data: Federal Reserve Board

Real estate haspeaked andisinare-
versecycleinwhich, real homeprices
fal for about fiveyears, giving up pre-
cious gains. We see that happening
evenin San Diego; condoinventory is
spiking and even west of -5, coastal
pricesarepretty much flat!

M onetary M eteor ology

Forecasting economic dataisdicey at
best; therefore, | suggest TV stations
combinethewegther & businessnews
into one segment. Of course, the
weather person would be doing the

reporting!

I’mfromtheglassishaf-full schoal, but
its tough to look through the glass
darkly, withthemesswe' reinaround
theglobe. | get hung up onthesemovie
titles: Eyes Wide Shut, and No Way
Out; but to get over it, my roleisto
help you set clear investment goalsand
develop acomprehensivewedth accu-
mulation and preservation strategy to
meet your goals.

This Fall edition of the Wealth
Managemet Journal and thosethat fol-
low, will explorestrategiesto help you
meet your accumulation and preserva-
tionsrategies.

(See Summertime Living, Page 6)
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Long Term Care Planning
Responsibility

Buck Sinson
President, Long Term CareDivision
Genworth Financial

New legislation recently passed by
Congress and signed into law by
President Bush on February 8, 2006,
has created an exciting opportunity for
the long term care industry. By
encouragingindividuasandfamiliesto
planfor long term care, the government
iswisely advocating both public and
private solutionsto bean integral part
of Americasevolvingnationd longterm

carepalicy.

There are two components of this
legidlation that affect our industry and
encourage consumersto turnto private
long term care insurance rather than
Medicaid astheir solution:

1. Dollar-for-Dollar
Asset Protection:

Thenew Partnership Programwill alow
consumersto receivedollar-for-dollar
Medicaid asset protection by purchasing
atax qudifiedlongterm careinsurance
policy, subject to certain inflation
protection requirements.

Specifically, individuals seeking to
qualify for Medicaid are permitted to
retain assetsequa to thedollar amount
of long term care insurance benefits
received. For example, if aconsumer
receives $250,000 of long term care
insurance benefits, he or she would
recieve $250,000 of asset protection
fromMedicad.

2.Sricter Medicaid
Asset Transfer Rules:

Currently, Medicaid will look back
through 36 months of recordsto seeif
anindividua transferred assetsbefore
atemptingtoqudify for Medicaid. This
regulation increases the look-back
period to 60 months. Subject tocertain
exceptions, it also deemsindividuals
with home equity above $500,000 (or
$750,000 at the state's option) as
ineligiblefor Medicaid nursing home
benefits. Thischangemakesaccessto
Medicaid tougher and encourages
consumerstoturnto privatelong term
careinsuranceto protect them asthey
gart planning for retirement.

According toa2006 nationa survey by
Public Opinion Srategies, 65% of
Americansadmit to havingmadenolong
term care plans for themselves or a
spouse, while nearly two-thirds of
Americansover age 40 say they have
supported or are now providing
financid, emotiond, or physica support
toaparent or other relative.

Thepoll dsoreveded most individuals
recognized the need to preparefor the
cost of long term care, but had not done
anything about it. Many Americans
surveyed dsowrongly beievedthey hed
insurance protection, felt that their sav-

(See Long Term Care, Next Page)
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Long Term Care
(From Page 2)
ingswould be adequateto cover long
term care costs, and incorrectly
believed that Medicaid would cover
long term care costs.

A key condusonfromthepoll indicates
that Americans are unprepared for
longer life spans. Even asmore and
more Americans are taking on the
responsibilitiesfor caring and making
decisonsfor dderly relatives, very few
areprepared for the
challenges of the
cost of long term
carefor themselves.
Few havediscussed
or understood the
affect that needing
carewould haveon
their familiesacting
as caregivers, and on their personal
retirement portfolios.

It becomesmorecritical for Americans
to seriously evaluate how they will
maintainther lifestylesasmany arenow
livingwell into their 80'sand 90'sand
beyond. But the fact is that most
American households remain
unprotected from the costly health
challenges that come with greater

longevity.

Genworth Financial's 2006 Cost of
Care Study, conducted by CareScout,
indicatesthe combined hourly ratesfor
aHomeHedthAidefor in-homelong
term care spiked 13% to $25.32 per
hour, whiletheaverage annual cost for
a private one-bedroom unit in an
assisted living facility rose 7% over
2005, t0$32,294. Theaverageannud
cog for aprivateroominanurang home
rose modestly by 2% to $70,912.

no long term care
plans for
themselves..."

Following are key findings from the
Genworth "Cost of Care" survey,
broken down by threemgjor categories.

HomeCare

Theaveragehourly ratefor homehedth
adesacrossdl different provider types
was $25.32, a 13% increase versus
$22.43 ayear ago. For homemaker
services, non-certified, licensed
providers had hourly rates averaging
$17.73, versus $16.84 ayear ago.

Assisted Living

"*...65% of Americans
admit to having made

A private one-
bedroomunitinan
assisted living
facility has an
averageannua cost
of $32,294 - a 7%
increase over 2005. Connecticut
(Bridgeport area) hasthehighest annua
cost at $57,566, while North Dakota
and Arkansaswerethelowest at about
$21,000.

Nursing Homes

Theaverage annual national cost of a
private room in a nursing home is
$70,912, or $194 per day, reflectinga
2% increaseover 2005 ratesof $190a
day. Thisremainsthemost costly care
option.

AsBaby Boomersenter their "Golden
Years," they will changethe nature of
retirement with the samedramatic effect
they had on prior life stages. They
expect to have an extended and active
retirement over alonger period of time.
Thepromiseof livingalonger lifedso

meansthat their retirement plan must

account for the increasing odds of
needing careat older ages.

" ...Americans are
unprepared for longer

life spans.”

A Need for Education

With thegovernment looking to reduce
expenses, including Medicaid, it
becomesincreasingly apparent that an
initiative of education must be
undertaken. Thereisanurgent needto
provide the necessary education to
members of the Baby Boom and the
subsequent generations, X and 'Y about
theneed for long term care planning.

Thetrend toward younger buyerswill
accelerate asadult children watch their
parentsageand dedl withlongterm care
needs. Looking ahead, itiscritical that
Americansmakeintelligent, informed
long term caredecisions.

Please contact meif youwant toreview
optionsregarding planning for longterm
care at (858) 459-8818.

"Lifeisten percent
what happens to
you and ninety

percent how you
respond to it"

~ Lou Holtz
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I By DukeJohnson, JD, MBA (TAX), CLU I

ThelLawyer'sTool Kit For Health Care

Necessities

An essential part of our process in
personal financial management is to
inform you of the critical documents
required to implement your estate plan.
Your comprehensive estate plan must
includeaGenera Power of Attorney and
anAdvanced Hedth CareDirective. We
can direct you to websites or provide
youwith Cdiforniahedth caredirective
forms, but, we cannot guideyou through
the extended self-reflection and the
family and physiciandiscussionthat are
theheart of effective planning for health
care.

Studieshave shownthat standard health
careformsdo littleto influence end-of -
life decisions without: (1) a deep
reflection about your valuesand wishes,
and (2) personal discussions between
you and your decision-makers before
you executethe hedlth careforms.

TheTools

TheAmerican Bar Association (ABA)
has provided mewith aLawyer's Tool
Kit to provideyou with thetoolsto do
sound advanceplanning. Thekit contains
a variety of self-help worksheets,
suggestions, and resources. Onthispage

youwill seeabrief description of this
kit and what isincluded.

We are making this resource
availabletoyouasacompliment to
you as our client, but more
importantly, asanACTION TOOL
for you and your family to be safe
and securein the most difficult of
gtuations,

A detailed resource section directsyou
to organizations and web pagesthat will
give you more information. Thisrich
content can befound at www.ca.ag.gov/
consumers/generd/adv_hc_dir.htm.

Thisedition of the Wealth Management
Journal isgoing to print today, the 8th of
September. Coincidentally, today's print
news (Wall Street Journal), describesa

Tool #1
Tool #2
Tool #3
Tool #4
Decisions
Tool #5
Tool #6
Tool #7
Tool #8
Tool #9
Tool #10

There are 10 "Tools" in this Tool Kit:

How to Select Your Health Care Agent or Proxy
Are Some Conditions Worse Than Death?
How Do You Weigh Odds of Survival?

Personal Priorities and Spiritual Values Important to Your Medical

After Death Decisions To Think About Now

Conversations Scripts: Getting Past The Resistance

"Proxy IQ Test" for Family and Physician

What To Do After Signing You Health Care Advance Directive
Guide For Health Care Proxies

Resources: Advance Planning for Health Care

Website

Another excellent resourceto help
you preparefor thisprocessisthe
websitefor the Cdifornia Office of
Attorney General, addressing the
Advanced Health Care Directive.
This site provides an Advanced
Health Care Checklist, Fact Sheet,
and sampleAdvanced Health Care
Formsthat you can download.

www.ca.ag.gov/consumer s/general/adv_hc_dir.htm

braininjury patient, consdered medicaly
in a"vegetative state”, that responded
dramaticaly tovariousstimuli. You may
want to read this report, as it raises
another dimension to this health care
decision making process.

Bewell and do good works,

N
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Family Foundations

Tools for the Transfer of Family Wealth
to Perpetuate High Standards and Values

Mistaken | dentity

INn1992, Judithand | filed adbaof our corporation: LaJolla
Institute for Wealth Management. We thought it best
reflected an educational bias; afirm built onindependent
thinking and services; and onethat couldintegrateinvestment
management, estate and incometax planning on afeefor
servicebasis. A placewewouldliketo gotofor thesame
services- afamily practice.

W, thisisnot acommercial, although we do notetherest
of theuniverseiscalled "Weal th Management” or "Wedlth
Management Advisor". Thereare eventwo local firms
trading on our name, both called "La Jolla Wealth
Management”. Oneisinred estate sales- you can seetheir
awning on Cass & Garnet - | think itsabove ataco shop;
theother isalocal lawyer | know who has partnered with
insurance guys, a'soknownas"LJWM". Weget callsall
thetimebut aslong asour clientsarenot solicited or confused,

we'll accept and

(CEE RISl " you can see thier
formo flattery. awning on Cass &

My god withthisforum AL
Bt above a taco shop.

tax-exempt foundation
ala Buffet and Gates,
but to encourage’Y OU to consider and possibly implement
plansto preserveand transfer wealth to our next generations.
Our children and grandchildren will need wealthto make
choicesand decisonsto SURVIVE theondaught against
our religiousand condtitutiond heritagethat madeour country
the home of the free and the brave. My children and
grandchildren will need moreweslth tolive, work and be
educated freefrom forced cultural integration, left-wing
academia, politica hacksplaying to specid interest groups,
and agenera malaisein America, best expressed: "Oh, it'll
beok".

Here'sTheGamePlan:

Thisisasurvivd toptenlis of toolsand srategieswell explore
to help put money where my mouth is- inthe hands of the
next generation of Americanswhowill uphold our valuesand
Standards:

1. Family Bank

2. Annual & Litetime Gifts

3, Total Tax Free Life Insurance

4, Generation Skipping Investments

5. Dynasty Trusts

6. IRAs for College, Home Buy, and Grandchildren
7. Private Annuities

8, Family Corporations / LLC

9, Family Compound

10, Annual Family Forgiveness / Planning Meeting

| beginwith#1 inthisedition of thejournal and then travel
downthelist infutureissues.

TheFamily Bank

Itsopen 24/7, providesvery personal service, and the best
ratesand termsintown. But, the Bank of Mom & Dad (or
Omieand Fafa) can be closed at any time. The Board of
Directors are kind, loving and generous parents or
grandparents, who can administer toughloveand cal loans-
inif need be.

I'm aform over substance guy whenit comesto financial
transactionsthe IRS may want to review. Yes, document,
document, document! Act like aWells Fargo or Bank of
America- get financias, fileal proper documents, makeit

(See Family Foundations, Page 7)
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Summertime Living
(From Page 1)

"SoHereWeAre"

My Norwegian cousn Gunnar'sfavoriteexpressionthat leads
toaction. Givenall theglobal uncertainty wefaceand a
suspect economic pictureon the homefront, letslook at an
"Income Portfolio” that may meet cash flow requirements
for athreetofiveyear timeline. If interest ratesgo down or
cycle up, we know your cash distributions have a good
chanceof being therefor you, regardlessof what the Federd
Reservedoes.

The balance of the portfolio is neat: we laddered a bond
portfolio of $250,000 to compliment $650,000 in tax-effi-
cient, low cost, equity-income securities. Wewill monitor
and managethisinvestment segment on atota returnbasis:
reinvest dl interest, dividendsand capitd gainsand to supple-
ment the cash distributions, we'll maketax-efficient salesto
keep our balanced portfolio ontarget.

Doesitwork? Astheinimitable L ouisRukeyser says- "No
Guarantees', but seethischart below. "Real Real Returns’
wintherace- common stocksand municipa bonds. Sounds
familiar doesn'tit!

Average Annual Returns After Inflation, Taxes, and Expenses

Municipal uU.S.
Case Study #1 Bonds* Treasury*
S&P 500 "A" 5-Year Single-Family
. . Holdings Period Inflation Index Lon Notes Homes

A young 66 retired medical researcher g d
of approximately $1 million. Sheand [40 Yrs 1965 - 2005  4.66%  2.77% 1.73%  -1.02% 0.54%
her CPAindicatedaneedfor $50,000 |50 vrs 1085 - 2005  2.99%  6.20%  2.90%  0.83% 0.81%
pre-tax to supplement Socia Security

: 10 Yrs 1995 - 2005  2.53% 4.19% 2.58% 0.66% 1.19%
and a pension. We structured the
pOfthHO SO that eaCh month, $4,200 Source: Ibbotson and Associates and Bloomberg *Income data, not total return.

was electronically transferred to her

checking account. We kept $50,000inahighyield money
market and $50,000 in atax-exempt, short-term bond fund.
Wewill replenish the cash portion of the portfolioto reflect
CPI adjustments as spending patterns devel op, but never
bel ow the oneyear cash flow requirement.

Tel: 858.459.8818

Fax: 858.459.2818

In the next issue of the Wealth M anagement Journal we'll
look at another client situation - how to best invest for the
long - termintax-exempt and taxable accounts! ' Til then.

Web: www.lajollawealth.com

Paying More for Medicare

Sarting next year, higher-incomeretireeswill seesgnificant
increases in thier premiums for Medicare Part B, which
coversdoctor visitsand outpatient care.

The change stemsfrom the 2003 M edii carerecipientswith
income - adjusted grossincome, with somemodifications-
exceeding $80,000. For married couplesfilingjointly, the

threshholdis$160,000. (Therearedightly different rulesfor
marriedindividua swhofileseperately.) Thegovernment will
basethe 2007 chargesontax returnsfiled for 2005, but people
whosefinancia situations have changed drastically can ask
for more recent datato be used.

Thetable on the next page shows government estimates of
individua monthly Part B premiumsand thesurtax thet'srel ated
toincome. Thecurrent monthly premiumis$88.50.

(See Table 1, Next Page)
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ThelLaJollalnstitutefor Wealth M anagement

The La Jolla Institute for WWealth Management is an independent advisory firm that secures investment, legal
and insurance services from leading third-party providers. We offer objective advice to clients on a fee-based
retainer. The Institute provides the following wealth management services:

Lifelnsurance

Thelnditutereviewsand andyzesinsuranceneeds, including
existing and proposed lifeand disability contracts. Clients
receive substantial savingsplusobjectivity inplacing the
proper amount and type of insurance.

EstatePlanning

Thelnditute performstax and distribution analyses, develops
and assgsinimplementingwills, trugts, intra-family and el der
careplanning, and family business succession.

Sever ance Benefit Planning

Thelngtitute developsand installs severance benefit plans
for corporate sponsors. We also represent severed
employees in negotiations with employers to assure an
equitable settlement. Our team of legal, actuarial and tax
professional s provide knowledge and experience.

I nvestment M anagement

The Institute develops and implements your written
investment plan, using no-load funds, institutional -priced
stocks, bondsand money managers. Thelnstituteclosely
monitorstheinvestment portfolio and providesyou with
scheduled statusreports.

Retirement Planning

Thelnstitute performsplan design, investment funding and
distribution anadysisof individual and corporate plans.

401(k) Investment Advisory Services

Thelnstitute selectsinvestment options, tracksand reports
investment performance, and presentsemployee education
workshops on the basics of investments and retirement
planning. Weassist in auditsof 401(k) plansand offer both
bundled and unbundled plans.

Family Foundations
(From Page 5)
areal promissory note, with reasonable
interest charged. A "Goldilocks' rate-
not too little, not too much. UseanIRS
imputed interest estimate. Loans of
$10,000 or less are under the radar. A
bad debt income tax deduction of the
full amount against gross income is
availableif it wasabusinessbad debt; a
personal bad debt islimited to capital

Concluson

The Family Bank Loan promotes
respong bility: (1) itisn't"dl right" not
to payback the loan; and (2) a
disciplined learning experience
regarding finance, debt, and the
confidenceto goforit! The Family
Bank doesn't fit all situations, yet it
worksfineintheright ones.

"My problemliesin
reconciling my grosshabits
with my net income."

~Errol Flynn

gains and up to $3,000 of ordinary ~'ablel Monthly Cost of MedicarePart B

income, in the year it is deemed Less Than $80K/ |$80K to $100K/ |$100K to $150K/ [$150K to $200K/ |More Than $200K

"uncollectible”. Less Than $160K |$160K to $200K |$200K to $300K [$300K to $400K [More Than $400K
2007 $98.20 $111.20 $130.70 $150.10 $169.50

We can use the Family Bank for | ), $08.30 $137.70 $196.70 $255.60 $314.60

education |oans, ahome purchase, auto

purchase, and investments; any 2011 $105.90 $148.30 $211.90 $275.40 $338.90

reasonableneed for intra-family funding 2013 $113.90 $159.40 $227.80 $296.10 $364.40

to provideacompetitiveedgeor support | 2015 [ $122.40 $171.30 $244.80 $318.20 $391.60

hisor her Cﬂ)d)l | |ty Source: Office of the Actuary, Centers for Medicare and Medicaid Services
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You Gotta Have Files

From The Caregiver Zone
By Judy Castleberry, NHA

The Caregiver Zone, a publication of The Senior's Choice, is a resource for garegivers and provides a road-
map on the journey through elder care.

Thefollowing liststhe documentsthat
you should have organized by a sug-
gested placetofilethem. Makedupli-
catesasneeded so theright person has
thedocument at theright time. Itreally
does not do alot of good to have the
only copy of alivingwill lockedupinan
attorney's office or safe deposit box.
Emergenciesawayshappen a themost
inconvenient time, such aslong holiday
weekendswhen banksand officesare
closed.

Pur se or Wallet

- Driver'sLicense

- Insurance Card(s)

- Medicare, VA, and/or Medicaid Card
- Medica Alert Information

- Current list of medications

- Emergency phonenumbers

Hint: Every few months, check that
theinformationiscurrent. Photocopy
everything on the list and keep the
copy whereitisreadily accessible.

M agnets on the Refriger ator

- Medical Alert Information

- Current list of medications

- List of emergency phonenumbers
- Location of AdvanceDirectives

Filed WhereYou Can Easly Find

- Copiesof al AdvanceDirectives
- List of Numbers:
- Socia Security
- Medicare
- Medicad
- VA
- Hedlth Insurance
- Lifelnsurance
- Bank Accounts
- Safety Deposit Box
- InCaseof Death Information:
- Burid Plots
- Pre-need contracts
- Lifelnsurancepolicies
- Pensoninformation
- Final Wishes

Other Information

Whileyou are organizing documents
keepinmind that certain programssuch
asMedicaid, VeteransAdministration,
or HUD will have lists of documents
requiredto proveeligibility. A few of
thesedocumentsare:

- Bank Statements

- Pay Stubs

- Birth Certificateor proof of citizenship
- Military discharge papers

- Lifelnsurance Policies

- Divorce Decrees

- Any other financial records such as
loan papers, property deeds, proof of
saleof assets, etc.

Thisisasoagoodtimetoinvestinafile
box to kegp medicd billinginformation.
Each time you are seen by the doctor
or any other medical provider several
documentswill begenerated: theorigind
checkout bill and the Medicare
Explanation of Benefitsare examples.
These should be kept together in case
thereisabillingerror andfor tax records.

7946 lvanhoe Avenue, Suite 216
La Jolla, CA 92037
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