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Where you are today is a direct result of the choices you made yesterday.

Where you will be tomorrow is a result of the choices you make today !

Eliminate Tax on Social Security Benefits

ILLUSTRATION


Scenario #1

Interest from

CDs
Scenario #2

Interest from

Tax Free Bonds 
Scenario #3

Interest from Annuities

Interest
$10,000
$10,000
$10,000

Pensions
$25,000
$25,000
$25,000

Social Security Income
$20,000
$20,000
$20,000

Total Income
$55,000
$55,000
$55,000

Social Security Subject to tax
$6,850
$6,850
$1,500

Adjusted Gross Income
$41,850
$31,850
$26,500

Total Federal Tax
$4,084
$2,584
$1,781
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Source:  Hypothetical example of a married couple, each with $20,000 Social Security income and with adjusted gross income of $55,000 using the standard deduction. Tax computations by TurboTax™ 2000 tax year 1040 software, Intuit Corporation. You can also do such calculations by hand using the worksheet provided in IRS Publication 17 (www.irs.gov)

Annuities Reduce Tax On Social Security Income !

Column #1 shows a married couple with $55,000 of income:

Interest from CDs
$10,000

Pensions

$25,000

Social Security
$20,000

- in this case, $6,850 of the Social Security is taxable.

Column #2 shows what happens when the CDs are moved to Tax-Free Bonds. There is no change in        the Social Security taxes (because tax-free interest        is an included item when calculating taxes on       Social Security income).

Column #3 shows if the money is moved from the CDs (in the first case) to an Annuity.  The total tax is also the lowest with the annuity, which shows that sometimes, tax-deferred can be better than tax-free.

Why Pay Tax On Interest You Don’t Withdraw ?
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For additional information, or to have your tax return reviewed to determine if eliminating Social Security tax is possible, call to schedule a free one-hour consultation.

Convert Your IRA To A Roth And Reduce Or Eliminate Taxation

Many seniors own retirement accounts such as IRAs, part of which must be distributed every year starting at age 70½. These accounts face taxation upon distribution. Distributions increase your taxable income, which may affect the taxability of Social Security.  In addition, when one spouse dies, the other is often in a higher tax bracket; therefore, IRA distributions are often taxed at a higher rate when the first spouse dies.

Let’s review a common profile.  The senior couple gets $20,000 annually in Social Security, maybe $10,000 annually in ordinary income (pension, rents, earned income, etc) and $40,000 per year in IRA distributions adding up to $70,000.  Unfortunately, the taxable income makes the Social Security taxable,  plus the surviving spouse will have to pay more in taxes due to the increased tax bracket.

The solution is easy: convert to a Roth.                     A traditional IRA to Roth conversion is a taxable event. At distribution you pay virtually no income tax and eliminate the required minimum distributions associated with taxable IRAs. By converting to a Roth, the taxable IRA distributions are replaced with tax-free Roth distributions.  In our prior example, a senior's taxable income is only $10,000 -much of which can be received income tax free due to the standard deductions - plus the subsequent Roth distributions are tax free and do not count towards determining the taxable threshold for Social Security. The Social Security benefits therefore can be received income tax-free.  Practically all of the senior's income would be tax-free, plus monies in a Roth account do not require minimum distributions like the taxable IRA. For many seniors, the MRDs are minor annoyances that must be attended to prior to the end of each year after age 70½.  Do you want to be monitoring another financial matter, no matter how small, each year for the rest of your life ? Furthermore, the Roth IRA can continue to grow tax free for your kids and grandkids.

Will Gold Make Your Portfolio Sparkle?

The equity markets are stagnating and with Enron, Worldcom, Arthur Anderson and some major brokerage firms caught not operating on the up-and-up, you might think our financial markets are in turmoil.  So maybe you’re considering putting some money in that alleged rock of stability: gold - but does that make sense for you ? And what’s the best way to invest in one of man’s most prized possessions ?     People often buy gold when they’re worried about inflation or in times of rising interest rates. We saw gold prices shoot up during the high inflation we had in the 1970s, and in 1993 when the average precious-metals fund returned 82% compared to the S&P 500’s return of 10%.

Some investors think gold is good to own when there’s bad world political news, which we have no shortage of today, but if you recall, gold fell when the Gulf War began in 1991 and floundered during the last White House scandal.  Despite low inflation and interest rates, precious metals glimmered in the first few months of 2002. According to Morningstar, the top-rated precious metals funds have averaged over a 50% return for the first five months of 2002.  Quite impressive when compared to the S&P 500’s 10% decline for the same time, and one mutual fund company has had so much money come into its precious metals fund during the first five months of 2002, that it decided to close its doors to all new investments. 1
Financial planning, however, is about preparing for the unknown. Diversification with hard assets like gold is a wise move, but should you own gold mining stocks, gold funds, or some bars hidden under your bed ?  Individual gold stocks are extremely risky, and owning bullion can present storage problems;  therefore, most investors look to mutual funds.  

1 WSJ  07/01/02 Vanguard Precious Metals Fund

Generally precious metals funds seek long-term growth of capital and do not pay dividends, and since most of the world’s gold production is outside the United States, a large percentage of your investment will end up in foreign securities. The fund might also put part of its assets in the actual bullion itself. (Note that metals can be quite volatile and are not suitable for every investor).

If gold has an interest for you, and you’d like to find a good way to put the precious metal in your portfolio, check off and return the back page.

Guaranteed Death Benefit

The stock market has been in the dumps for the past two years, and there’s a good chance that your Variable Annuity has taken a hit as well. The good news is that your annuity’s beneficiaries might receive some welcome protection from these volatile times. 

Many investors purchased variable annuities because of their professionally managed portfolios, income tax advantages and flexible payout options. One point that is often forgotten though is the “guaranteed death benefit”.  This term, however, can mean different things to different annuity companies. To some firms it is just as basic as paying your heirs no less than the original investment amount less withdrawals, even if the markets have declined.          To others it is a bit more complex, so it is important to understand what you own.  (Note: the guarantee is based on the claims paying ability of the insurance company.)

Some of the more common death benefits we have seen in various annuity contracts are: 

· Stepped-Up Benefit:  this provides for an increase each year above the original investment.                 For instance, this could be 5% annually until age 80.
· Earnings Benefit:  the original investment plus a set percentage, for instance 30% to 40%, is given to your heirs. 

· Plus Percentage Option Benefit:  for an extra cost you can add a pre-set percentage, for example 15%, to the total gains in your account as a way to increase the benefits for your heirs. 

· Maximum Anniversary Value Benefit:  your heirs would receive the highest value your account has reached on any previous contract anniversary date.  Some companies will guarantee that your beneficiaries will not get less than a 5% rate of return on your investment.  

Annuities are part investment and part Life Insurance - insurance that can pay for a grandchild’s education, provide additional security for your spouse, or support a charitable cause.

If you don’t know what type of benefit your annuity pays or if you are interested in potentially increasing this benefit by exchanging to a better policy, please check off on the back page. (Note: an exchange can result in a new surrender period and may involve fees.  Also, there may be restrictions or additional expenses for the optional features mentioned in this article.)
All problems become smaller if, instead of indulging them, you confront them. Touch a thistle timidly and it pricks you;  grasp it boldly, and its spines crumble.                    Admiral William “Bull” Halsey
Long-Term Care Panic

Did you just receive a notice that your insurance company has sold its long-term care policies to another insurer ?  Now what should you do ?  Will you be dropped ? Will the rates go up ? Should you start shopping for a new policy ?

Yes, there has been consolidation in the industry, but there is no need for alarm. You may even benefit if a more reputable and more stable company purchased your long-term care insurance policy. Unlike the life and health insurance industries with decades of statistics to estimate future claims, long-term care insurance is a business with a short track record.  This makes it difficult for companies to determine how much to charge for premiums. If the premiums are too high, consumers won’t buy the policies; and if they’re too low, the insurer loses money.  Some companies therefore have gotten out of the long-term care insurance business because they have not been able to come up with a rate structure that adequately meets both needs. 

Your new company won’t drop you, nor will they change the terms of your policy.  They can, in most cases, raise premiums for an entire class of policies, but they cannot pick and choose which individual policies will get rate hikes. Whether or not they’ll increase your premium depends on how the original rates were calculated.

There are insurers that charge more for policies, but do not raise premiums for a set number of years. Then there’re others that under-price their products to capture a larger share of the market. If your policy was significantly less expensive than other comparable products, you will have a greater chance of getting hit with a price increase, and as shocking as that may be, you might still be paying less than other companies charge.

Moving from one company to another is usually not a good option.  If it’s been three years since you got your original policy, when you apply to a new company, they will base your rate on your current age. Since starting premiums increase 8-12% annually, once you pass age 60 you would pay a lot more to start up with a new policy. Rate increases with your new company may come in one large hike or more frequent, smaller ones. Historically though, rate hikes have been infrequent and have ranged from 5% to 20% for the top eight insurance companies
.

Annual costs average $49,680
 for nursing home care and higher if specialized needs must be met.        To protect your assets and maintain your financial security from the possibility of these devastating costs, your long-term care policy is still one of the best investments you can make. 

If you do not yet have this important coverage or know others who do not, check off and return the back page for more information. You’ll learn how to lock in premiums and save money.

Tax Deferral Means Lower Taxes Now And More Money Later !

Who is benefiting more from your Social Security and retirement savings:  you or the IRS ?       

Even the tiniest financial oversight can cost you thousands in unnecessary taxes or lost income sources.  Ignorance is NOT financial bliss !

We Can Help !

No two tax returns are alike.  Together we’ll talk about how to ease your tax burden and meet your personal financial goals.  A financial analysis takes only minutes and can SAVE you thousands !

Schedule An Analysis NOW !!!

Put your mind at ease.  We always keep your best interest at heart.  For friendly, professional service you can trust, give us a call:

(616) 447-0023  -  (877) 447-9372

Valuable FREE Information

March 2003

Just mail this coupon back to:

Strategic Planning Services

2074 Rogue River Road

Belmont   MI   49306

Please send me more information on the following items:

· I would like to schedule a free one-hour consultation to have my tax return reviewed to determine if eliminating Social Security tax is possible.            Please contact me by phone on:   (______)  _______________________.

· I would like more information on how to convert my taxable IRA to a Roth IRA to eliminate required minimum distributions and taxation on withdrawals.

· How can I take advantage of the rising price of gold ?
· I would like a review of my Variable Annuity:

· to see what type of benefit it pays;

· to potentially increase this benefit by exchanging to a better policy.

· How to avoid mistakes in buying Long-Term Care Insurance.

I think these people would like to receive a copy of your Newsletter and/or                 an invitation to your next public presentation:

Name
_______________________________________________________________________________

Address
_______________________________________________________________________________

City
________________________________________________State_________Zip_______________

Phone
___________________________________
 Fax
___________________________________

STRATEGIC  PLANNING  SERVICEs
2074 Rogue  River Road    (   Belmont,   Michigan    49306

TEL:   (616) 447-0023 - (877) 447-9372  (  FAX:  (616) 447-0625

E-MAIL:  mike@spsinvestments.com
A Registered Representative with and Securities offered through MTL Equity Products Inc

1200 Jorie Blvd ( Oak Brook, IL 60522-9060  (  Member NASD & SIPC

MTL Equity Products Inc and Strategic Planning Services are independently owned and operated.
















� � HYPERLINK "http://www.kiplinger.com/retreport/archives/2000/June/manage.htm" ��http://www.kiplinger.com/retreport/archives/2000/June/manage.htm�


� CNA nursing home survey 2001





