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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

TheReality CrazeisIn--

What About Your Retirement?

How Much IsEnough?

That's the $64 question! FAQs aways
center on a percentage withdrawal rate,
factor inaCPI number, and then project
a constant rate of return. Theresult is
just a projection, and that projection
changes the next day.

vere market downturns or extraordinary
expenses will sour the best of planning.
As the first chart indicates, a big factor
in not outliving your money iswhen you
start drawdowns. With four yearsleft in
the decade, most experts are forecast-
ingonly singledigit returnsgoing forward.
Should this be the case, this may be one

The Worst of Times:

Annualized S&P Returns By Decade
20%

of the worst decades in a genera-
tion. According to the Wall Street
Journdl, if annualized returns are
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10% (their historical average) for
the next four years, stockswill fin-
ish the decade with only a 4% av-
erage annual gain. So much for
my Rule of 72 at a 7% return!

K2 @ ) @ )
5% 1S (S S IS S IS I &
Rie) N N Re) < O & Q
Source: S&P S

TheOld Geezer Phenom

medium businesses, retirement
plans and trusts.
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Fidelity Investments suggeststhat aport-
folio be approximately 25 timesthesize
of your first year withdrawal to support
a 30-year retirement. Assumptions in-
clude a 4% withdrawal rate and a CPI
increase each year. Thus, the Fidelity

The following chart exhibitsthewild card;
how long well live and have to rely on
our portfolio, Social Security and any
pension. Remember, after the baby
boomer generation, pensions may not be
around. Most of us underestimate life

model implies that if you withdraw
$100,000in your first year of retire-
ment, you'll need a portfolio of at
least $2.5 million to cover athirty-
year retirement. Competing ap-
proaches state this magical 4% cash
flow rate is too conservative, and
may actually discourage savers.

The bottom lineisthat no one strat-
egy worksfor everyone. Onceregu-
lar income or cash inflows cease,
thereislittle margin for error. Tak-
ing portfolio distributionsislikere-
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Life is Long, For Better or Worse

Chance that a
65-year-old
will live to 70

or beyond

= One of a Couple
— Male

= Female
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Age

100 105

verse dollar-cost averaging and se-

(See Retirement Page 6)
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It'sa Tough Job,
But Somebody's Got to Do It:
Whereto Sart

Call of Dut

Ok, you are the dutiful son or savvy
daughter, and when Dad asksyou to
beexecutrix and trusteefor their estate,
you say "sure, no problem!™ Wow, had
you only known. Inmost casesexecu-
torsand trustees have different respon-
shilitiesso being in both rolesismost
efficient. Most estatesare straightfor-
ward, and asthefigureonthefollowing
pageindicates, about 71% of IRS es-
tatetax returnsare valued at lessthan
$2.5million. Withthecurrent estatetax
exclusionlevel at $2 million, most es-
tateswill betax-free. IRSHatisticsin-
dicatethe number of taxable estate tax
returns amounted to 1.2% to 2.3% of
total adult deathsin recent years.

Sowhat'sthebig deal? Well, evenin
modest estates, the executor ischarged
withfinding and taking inventory of dl
estate assets. Bank, investment ac-
counts, deedsto property, insurance,
retirement benefits, et al. If real estate,
private corporate stock, partnerships,
and other venturesareinvolved, you just
got afull timejob. All assetsmust be
retitled, some sold, some appraised,
some used to settledebts; thenyoumust
fileincomeand estate tax returns.

Thetrusteesrolg, if al etate assetsare
inatrust, issmilar tothat of theexecu-
tor with additiona "Fiduciary Stan-
dards." Investment of assetsiscritica,
along with the distributionsto benefi-
ciaries. Thisiswherethefunbegins.

Squabbling Siblings

| didliketheword "dysfunctiond," es-
pecially when applied to families, as
"psychtypes’ lovetolabd al behavior.
Trustees may face tough investment
decisions and friction among family
members--"sdll thehome; | want cash
now," or "don't you daresell thedining
roomfurniture; | wantit shippedto Bos-
tonnow."

Health conditions, substance abuse
problems, kidsof divorced parents, and
onandon. Thisisnot aresponsibility
totakeonlightly, yet wedon't want to
deal with astranger from abank trust
department. Having served in these
roles on morethan one occasion, and
having hel ped numerousclientswith
edtateadminigtration, let mesharewith
you someinsidetipsto implement be-
foreadesath:

1. Family Meeting

You cannot redlly beeffectiveasan ex-
ecutor or trustee unless you have a
meeting with your parentsregarding
their finances and what they want to
achievewiththeir estate. Survey says.

B 71% of seniorssaid they would be
very comfortable if their kids asked
about willsand trusts.

B Only 49% of adult children report
knowing agreat deal about their par-
ents estate.

(See Estate Next Page)
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Estate
(From Page 2)

B 50% of parentssay it'simportant
to leave alegacy, and 86% say they
have awill or estate plan. Open this
critica family discuss onwithacomment
about your parents "legacy” or your ex-
periencein setting up your own estate
plan, or ameeting with Duke. Blame

s0lid investment counsel on thecriti-
cal task of determining assetsfor dis-
tribution.

5. Set Hard Deadlines --K eep
M eticulous Recor ds!

ThisisaJOB. Evenif thereisnobond

"This is a JOB. Even if there is no bond required
Oor you receive no compensation,

treat it as if the IRS will audit the estate."

mel
2. Request GPSForm

You know, Globa Positioning Sys-
tem, or "wheretofind anything"--a
specid document which catalogsall
assets, benefits, people, property,
contacts, etc.

Satwithourown"LifeCrissFle"
then moveupto our specia "Inher-
itance L etter” that outlines"al you
need to know whenI'mgone.” Call
me so we can decide which tools
will helpyouthemost.

3. Outsource
(Not to Bangladesh)

Who Pays Estate Taxes?
A breakdown of taxable estate tax returns received by the
IRS in 2004 based on size of gross estate.

$20 million or more

I 520

$10 million to $20 million
I 808
$5 million to $10 million

. 2,166

$2.5 million to $5 million

5,630

Less than $2.5 million

TOTAL TAXABLEESTATES: 31,329
CHART SOURCE: RS

required or you receive no compen-
sation, tregt it asif theIRSwill au-
dit theestate.

Keep track of hours spent on es-
tatemeatters, travel/mileage, and ex-
penses. Prepare accounting for al
beneficiaries.

Estatetax returnsaretypically due
within nine months of the date of
death. Keep the estate accounts
openfor sx toeight monthsfor any
surprise creditor bills, taxes, etc.
Hold cash to meet expenses, taxes,
and immediate paymentsto chari-
tiesor family beneficiaries.

Draw on the resources available--
check with your parents asto which
professiondsthey currently work with,
asthey will probably beyour best re-
sourcesandwill likely havecurrent files.

4. Deal With Problem
BeneficiariesNow

Ask parents or grandparents to hand
writealetter of directionto all benefi-

"We can be of special assistance in determining
investment choices, cost basis of old stocks,

merger information, and solid investment counsel.”

CPAscan bemost valuable, asthetax
returns, val uations, and knowntax traps
arewithintheir purview. We can beof
gpecia assganceindetermininginvest-
ment choices, cost basisof old stocks,
merger/acquisition information, and

ciaries, spelling out exactly who gets
what inno uncertainterms. Don'tleave
it up to meto decidewho getsthe an-
tique auto, Cropsey'spaintings, or the
Wedgewood china. All therest con-
sgntoeBay!

Allyoucandoisyour best! Andmost
beneficiarieswon't realize or appreci-
ateall you'vedone. But that'swhy you
wereaskedto serve! Cheersfor you!

Have questions on
estate planning and
administration, or

other issues?
Call us anytime at
858-459-8818.
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B:DUKESDATER

I By DukeJohnson, JD, MBA (TAX), CLU I

TheDecline& Fall Continue

Wall Street Journal: 3/16/2006
"Spitzer Sues H&R Block for $250 million for Fraudulent IRA Practices"

"NASD FinesMerill Lynchfor $5Millionfor Boiler Room Sales
of High-Fee Proprietary Fundsand Payolato Brokers'

"NYSE, SEC Fine Bear Stearns for $5 MIlion for Fraudu-
| ent Market Timng & Late Tradi ng of Mutual Funds”

Morning Reading Get out of Dodge

‘Tisajoy toreaddl thedirtat onesitting  I'mintimidated by theprospectof an  Consider leaving Wall Street and
over breakfast! Won't Wall Streetever  SEC audit. Wereasmall business, walking, no, running to Main Street!
learn? yet must conformtothesamestrict  You'l find Vanguard, Fidelity, Schwab,
compliancestandardsasMerrill, Bear  TD Waterhouse (Ameritrade), E-Trade,
Stearns, and the rest of the bunch. etc. and me, too!

They know what isright and wrong,
yet it doesn't seem to matter to these

« Maerill'scall center (“Boiler Room®  firms
inthetrade) staffed with rookie brokers Finesnot Enough,
"didingfor dollars' and pushingMerill's Litigation too L ong Good L uck!
own high+fee, high-expensemutua funds.
Oh, by theway, Merrill'sCEOwaspaid ~ Million dollar finesarejust thecost  B€Well anddo good work.
$35millionin2005. of doing businessto the Street and
their lawyers are ten deep. My
* Bear Stearns -- no comment gy 4ionistoshut downtheguilty firms
necessary -- whitecollar crime! offending branches and suspend g(ﬁ%&_
Weknow therearegood and bad inall ~ egiond officesand menegersfor thirty
business and professions, but our &S Perhapsthisenforcement might
investment businessishighly regulated, P@awake-upcall toall brokersthat
oif youarecaught, youwereonnotice. & few bad apples are spoiling the
"golden sauce."

I Wealth M anagement Jour nal

* H&RBIock usngtie-insaesof junk
IRAsfunded with"Express’ incometax
refunds. We are committed to putting you first
withlow-cogt, low-expenseinvestments

for thelong-haul.
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Staying Ahead: 2006 Tax Planning Table

2006 Allowable Tax Benefits 2006 Tax Benefit Phase-Out Levels

STANDARD DEDUCTION PERSONAL EXEMPTION
UnderAge65 AGI PHASE-OUT*
Married Filing Joint $10,300 Married Filing Joint $225,750
Single $ 5,150 Single $150,500
Married Filing Separate $ 5,150 Married Filing Separate  $112,875
Head of Household $ 7,550 Head of Household ~ $188,150
Additional"Age 65 or Older s *beginning in 2006, there is a 33.3% repeal of the personal exemption phase-out.
Married 1,000
Single $ 1.250 ITEMIZED DEDUCTION
N _ AGI PHASE-OUT*
Additional--Blind Married Filing Joint $150,500
Married $ 1,000 Single $150,500
Single $ 1,250 Married Filing Separate  $ 75,250
PERSONAL EXEMPTION Head of Household $150,500
$ 3,300 *beginning in 2006, there is a 33.3% repeal of the personal exemption phase-out.
MAXIMUM CHILD CREDIT IRA DEDUCTIBILITY
$ 1,000 per child under 17 years For those covered by employer pension plan [$4,000
DEDUCTIBLE IRA CONTRIBUTION maximum contribution per taxpayer; if 50 or older,
If taxpayer and spouse NOT covered by employer- maximum is $5,000]
sponsored plan: AGI PHASE-OUT LEVELS
If younger than 50 $ 4,000 Married Filing Joint $ 75k to $ 85k
50 or older $ 5,000 Single $ 50k to $ 60k
MAX EMPLOYEE 401(k) CONTRIBUTION Married Filing Separate  $0 to $10k
Head of Household $ 50k to $ 60k
If younger than 50 $15,000 A )
50 or older $20000 Married Filing Jqlnt, not $150k to $160k
covered by pension, but
ANNUAL GIFT TAX EXCLUSON spouse is
Individual $12,000 ROTH IRA ELIGIBILITY
Couple $24,000 Maximum non-deductible $4,000 contribution; if 50
ESTATE TAX EXEMPTION or older, maximum is $5,000
$ 2 million AGI PHASE-OUT LEVELS
MILEAGE DEDUCTIONS Married Filing Joint $150k to $160k
Business Miles 445 cents Single $ 95k to $110k
Medical/Moving 18.0 cents Married Filing Separate $0 to $ 10k
Charitable Miles 14.0 cents Head of Household $ 95k to $110k

~ Check in with Duke ~

duke@lajollawealth.com < cjackman@Iajollawealth.com
Tel: 858.459.8818 « Fax: 858.459.2818 « Web: www.lajollawealth.com
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Retirement
(From Page 1)

expectancy statistics, and if we have good genesand work
at good healthwell beat theaverages. Whilea65-year-old
man hasa30% chanceof living to 90, and a65-year-old gal
hasa41% chance of reaching 90, the odds are almost 60%
that at |east one of the 65-year-old couplewill still bekick-
ing at 90. Yikes! We'd better plan to have our assets sup-
port usfor at least 25-35 years.

Reality SetsIn

We can count onlower returns, longer lifetimes, ahigher red
cost of living, and outrageous health expenses. Let'sgetred!
Most advisers, retirement calculators, and financial articles
usehistorica averagereturns. Balo-
ney! Adissarvicetodl folkslooking
for solid adviceand investment savvy.
Supposeyou decidedtoliveoff are-
tirement portfolio of $500,000, com-
prised of 60% stock and 40% fixed
income, for 30 years. Using histori-
cal average returns, you decide to
withdraw 8% or $40,000 ayear with
aninflationincreaseeachyear. Here
iswherethe best-laid plansrun out of money: if thisstory
beganin 1972, you'd bebrokein 10 years; if you reduced
your payout to 5%, taking $25,000in your first check--broke
in21years! Reason? 1973-1974 saw amarket downturn
of 43%. It doesn't matter whenit happens; if it occursafter
you start cash flow, you can't gain enough when the market
recoversitsbullishstyle.

Tel: 858.459.8818

"Most advisers,
retirement calculators,
and financial articles use

historical average
returns...Baloney!"

Fax: 858.459.2818

What toDo

No guaranteeshere, but thisiswhat | suggest you consider,
if you must count on your investment portfolio to provide
lifetimeincome:

1. Start withalow initia withdrawal rate; 4% of abalanced
portfolioisok.

2. Build up cash and cash equivalentsin the portfolio to
cover about three or four yearsof annual withdrawals.

3. Expect that first and second year expenseswill run higher.
Later, your lifestyleexpenseswill usudly fal duetolesstravd,
entertainment, and downsizing, etc.

4. Congder alifetimeimmediatean-
nuity to cover basicliving expenses
(food, clothing, housing, and medica
care); perhaps 15-25% of investment
assets. Look only for no-load, low-
expense fixed and variable payout
annuities. Vanguard and Fiddlity are
leading providers. Annuity Income,
coupledwith Socia Security, andan
IRA or pension should adequately cover overhead, leaving
your investment portfoliofor discretionary spending and cash
resources.

Nothing fancy; just trying to protect what you worked hard
to earn and save over theyears!

Web: www.lajollawealth.com

"This isthe number: 216 months from cradle to campus.
And these are the other ones:
$171,384 to send a child to a top private college and
$71,508 for four years at a state university."
~Money, October 2005
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B THE BACK PAGE IR

ThelLaJdollalnstitutefor 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. e 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.

Estate Planning

Thelngtitute performstax and digtribution andyses, develops
and assgsinimplementingwills, trugts, intra-family and el der
care planning, and family businesssuccession.

Severance Benefit Planning

Thelnstitute devel opsand 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.

Investment M anagement

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

Retirement Planning

Thelngtitute performsplan design, investment funding and
distribution analysisof individua and corporate plans.

401(k) Investment Advisory Services

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

Playing Defense:
Popular Methods for Preventing ldentity Theft

TOOL WHAT IT IS WHO OFFERS IT COST COMMENT
A warning to companies looking at  The three big credit tracking Free. Federal law requires agencies, upon
Fraud Al our credit to be wary of thieves agencies: Equifax, Experian request, to place an alert on your
rau ert ¥ . y g - Ea P EXp ’ account for at least 90 days. Extended
impersonating you. and TransUnion.
alerts can last up to seven years.
. Locks_up your credlt fllgs at. credit Currently only a\{allable in CA From free to $10 to You'll probably need to unfreeze your
Credit reporting agencies so identity and TX, coming in July to VT .
; f . freeze and unfreeze report at all three agencies when you
Freeze thieves can't open accounts in your and LA. Other states are . .
T credit at each agency. want to apply for credit.
name. considering it.
Identity Covers expenses beyond reclaiming !Everyone from employer.s to From fre.e to over $40 Some insurers require policyholders to
. ) . insurers and banks, credit- per year; usually covers \ ) .
Theft your identity (think lost wages and . . ) carry a homeowner's or renter's policy,
card companies and credit- up to $25,000 in } L
Insurance legal fees). ! or impose other conditions.
score firms. expenses.
Credit You get an alert when something The big three, pIus_Falr From $4.95 to $12.95 A good early warning of unusual
Monitorin changes in your file Isaac, which compiles data er month activity, but it's going to cost you
g 9 y ' into credit scores. P ' Y. going you.
Paper Device that slices your papers into Many brands available From $20 or so to over anfassélrog\i’fe?:tsg:zi;o Wg;? glf(; credit
Shredder small pieces. Y ' $500. P gy

card bills.

Source: Wall Street Journal 3/16/2006
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The Older, the Better!!

Judith Johnson

| am agrandmother twice over, witha
two year old granddaughter and afour
year old grandson. Somehow | cringe
at being called agrandmother, and then
| think, itispositively "grand!" Obvi-

marketers scrambling for her atten-
tion. Ken Dychtwald, founder of
Age Wave, advises corporations
about productsand servicesfor ma-
turing adults and has co-authored

"This new upcoming generation of
grandmothers has attitude.
We don't act 'old'. We're out there.
We matter in this world."

oudly | do not think of myself thesame
asmy grandmother'sgeneration or even
asmy own mother'sgeneration. This
new upcoming generation of grandmoth-
ers has attitude. We don't act "old."
Weredifferent! Were"out there" -- we
matter inthisworld.

Someof usat the cutting edge of "baby
boomers' are, indeed, making powerful
changesin society. Many women have
earned money, and havegivenor aregiv-
ing back to society by volunteering, tak-
ing good care of themselves, staying
hedlthy, learning more, and evenmaking
dhrewd investments.

Thisoptimigtic, fast paced, affluent baby
boomer woman hasthe merchantsand

The Power Years. A User's Guide
to the Rest of Your Life. He says
the boomer generation stands apart
because of women's higher educa-
tiond levels, experiencesinthework-
place, extent of travel, self-empow-
erment, and affluence.

Not only have boomer women made
moreof their own money, but dollarsare
being transferred to them in staggering
amounts-- anywherefrom $12 trillion
to$20trillionwill bebequeathed tothem
by inheritance over thenext twenty years.
Theboomer woman dready makesmany
family purchase decisions, and will be
playingamajor rolein deciding which
long-termfinancia planwill work for her
family.

Thedffluent boomer woman wantstofed
good, look good, be modern, stylish, and
sexy. Sheisthe"fountain of health” by
exercising and eatingwell. And shehas
agood chanceto liveto be 100. Amen!
Awomen!

Excerpts taken from "Woman of the Year,"
Town & Country, January, 2006

More Power to the American Woman

Approximately 42 million women are aged 40-60

Women solely or jointly own 87% of homes

Women control or influence 80% of consumer purchases
Boomer women are 6 times more likely to share responsi-

bility for savings and investment than their mothers were
Full-time college enrollment by older women increased

31% in the last decade
By 2010, approximately 60% of wealth in the US will be
controlled by women
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