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HAPPY THANKSGIVING!!!

With Thanksgiving approaching, we
want you to know we are thankful for
the business you have given us, and
we hope to continue serving you
during the coming year.

Denise and Jennifer
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Five Year-End Tax Planning Considerations

Legislation passed in December
y of 2010 extended lower tax rates,
; deductions, and other expiring
= provisions for an additional one to
two years. As a result, you can
« % " consider 2011 year-end tax
planning moves with a relative
degree of certainty. Here are five
things to keep in mind.

1. Tax rates unchanged

The same six federal income tax rates that
apply this year will apply next year (these are
the same rates that applied in 2010). So,
depending on your taxable income, you'll fall
into either the 10%, 15%, 25%, 28%, 33%, or
35% rate bracket. The rates that apply to
long-term capital gains and dividends also
remain unchanged; long-term capital gains and
qualifying dividends continue to be taxed at a
maximum rate of 15% in 2011 and 2012. If
you're in the 10% or 15% income tax bracket, a
special 0% rate will generally apply.

2. AMT "fix" expires at end of year

While 2010 regular income tax rates as well as
the rates that apply to long-term capital gains
and qualifying dividends were extended through
2012, the latest in a long line of alternative
minimum tax "fixes" (in the form of increased
AMT exemption amounts) is effective only
through the end of this year. So, if AMT is a
factor in your year-end planning, potential
year-end moves are somewhat complicated by
the uncertainty of the AMT for 2012. Of course,
many expect another AMT "fix" for 2012, but as
things stand today, AMT exemption amounts
will drop significantly for 2012, increasing the
reach and impact of the AMT in 2012.

3. Retirement plan contributions

Traditional IRAs (assuming that you qualify to
make deductible contributions) and
employer-sponsored retirement plans such as
401(k) plans allow you to contribute funds
pretax, reducing your 2011 taxable income.
Contributions that you make to a Roth IRA
(assuming you meet the income requirements)
or a Roth 401(k) plan are made with after-tax
dollars, but qualified Roth distributions are

completely free from federal income tax,
making these retirement savings vehicles very
appealing. For 2011, you can contribute up to
$16,500 to a 401(k) plan ($22,000 if you're age
50 or older), and up to $5,000 to a traditional or
Roth IRA ($6,000 if you're age 50 or older). The
window to make 2011 contributions to an
employer plan closes at the end of the year,
while you generally have until the due date of
your federal income tax return to make 2011
IRA contributions.

4. Retirement plan distributions

Once you reach age 70%2, you're generally
required to start taking required minimum
distributions (RMDs) from any traditional IRAs
or employer-sponsored retirement plans you
own. Take any distributions by the date
required--the end of the year for most
individuals. The penalty is steep for failing to do
so: 50% of the amount that should have been
distributed.

Note: The year 2011 may be the last
opportunity for individuals age 70% or older to
make qualified charitable distributions of up to
$100,000 from an IRA directly to a qualified
charity. These charitable distributions can be
excluded from your income, and count toward
satisfying any RMDs that you would otherwise
have to take from your IRA for 2011.

5. Expiring provisions

Barring additional legislation, 2011 will be the
last opportunity to take advantage of some
expiring provisions:

» "Bonus" depreciation and IRC Section 179
expensing limits drop significantly in 2012.

» The increased (100%) exclusion of capital
gain from the sale or exchange of qualified
small business stock (certain requirements,
including a five-year holding period, apply)
will not apply to qualified small business stock
issued and acquired in 2012.

» The credit for energy-efficient improvements
made to your home expires at the end of
2011. The credit is limited, however, and you
may not be able to claim a credit for 2011 if
you've claimed it in past years.
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Will living a healthy lifestyle
reduce health-care costs in

retirement? Not necessarily.

While living a healthy
lifestyle may aid in reducing
annual health-care costs,
that same lifestyle generally
promotes longevity, which
may translate to higher total
health-care expenditures
over alonger lifetime. The
moral of the story is even if
you're healthy, you still face
illnesses and diseases, so
don't wait until your health
begins to fail to plan for
these costs in retirement.
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Factoring Health-Care Costs into Retirement Planning

There are many factors to consider in
determining how much you'll need to save in
order to enjoy a comfortable and financially
secure retirement. One often overlooked
retirement expense is the cost of health care.
You may presume that when you reach age 65,
Medicare will cover most health-care costs.
However, Medicare currently only pays for a
portion of the cost for most health-care
services, leaving a potentially large amount of
uninsured medical expenses. Without proper
planning, health-care costs can sap retirement
income in a hurry, leaving you financially
strapped.

How much will you need?

How much you'll spend generally may depend
on when you retire, how long you live, your
health status, and the cost of medical care in
your area. But the costs can add up. You won't
have to pay for Medicare Part A hospital
insurance (unless you don't qualify and have to
buy into the program), but you will likely pay
either $96.40 or $110.50 each month in 2011
for Medicare Part B physician's coverage
(although you may pay higher premiums based
on income and other factors), and an average
of $30 per month for Medicare Part D
prescription coverage. In addition, there are
co-pays and deductibles to consider (e.g., after
paying the first $162 in Part B expenses per
year, you pay 20% of the Medicare-approved
amount for services thereafter).

The cost of health care is rising. The Centers
for Medicare & Medicaid Services (CMS)
reports that national health expenditures grew
by 4% in 2009. And the CMS Office of the
Actuary estimates that out-of-pocket spending
is projected to grow at an average rate of 5%
from 2015 through 2020.

What can you do?

It's clear that health care is an important factor
in retirement planning. And while you may be
able to buy a cheaper car, live in a smaller
home, or take fewer vacations in order to stay
within your retirement income budget, you can't
do without necessary medical care. So what
can you do? You can better prepare for these
expenses by taking the following steps:

« Acknowledge that paying for health care in
retirement is an issue to consider. Don't
presume Medicare and Medigap insurance
will cover all your expenses--they probably
won't. Include potential health-care costs in
your retirement plan.

< Evaluate your present health and project your
future medical needs. That might be easier
said than done, but taking stock of your
overall health now and factoring in your
family's health history may help you
determine the type of care you might need in
retirement. Are you currently being treated for
high blood pressure or diabetes? Do you live
a healthy lifestyle? Does heart disease run in
your family?

« Understand what Medicare covers and what it
costs. For instance, Medicare (Part A, Part B,
and Part D) generally provides benefits for
inpatient hospital care, medically necessary
doctor's visits, and prescriptions. But
Medicare doesn't cover everything. Examples
of services generally not covered by
Medicare include most chiropractic care,
dental or vision care, and long-term care.
You'll also have to account for deductibles,
co-insurance costs for some services, and a
monthly premium for Medicare Parts B and D.

« Consider the cost of supplemental insurance.
Medigap plans are standardized policies sold
by private insurance companies that pay for
some or all of the costs not covered by
Medicare. In addition to Medigap policies,
other types of supplemental insurance
include long-term care insurance, dental
insurance, and vision insurance. The type
and amount of coverage that's best for you
depends on a number of factors, including
how much premium you can afford, what
benefits you need, your financial resources,
your health, and your anticipated medical
needs.

« Don't forget to factor in the cost of long-term
care. The National Clearinghouse for
Long-Term Care Information estimates that at
least 70% of people over age 65 will require
some long-term care services. Medicare does
not pay for custodial (nonskilled) long-term
care services, and Medicaid pays only if you
and your spouse meet income and asset
criteria.

e Save, save, save. You may have already
begun saving for your retirement, but if you
fail to include the cost of health care in your
plan, you're likely leaving out a big expense.
Your financial professional can help you
figure out how much you may need to save
and adjust your retirement planning strategies
to account for potential health-care costs in
retirement.
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Portability allows a
surviving spouse to use the
unused basic exclusion
amount of the first spouse
to die to shelter property
from federal gift and estate
taxes. Portability of the
exclusion between spouses
would seem to make estate
planning easier for many
estates. However, unless
extended by Congress,
portability of the unused
basic exclusion amount
between spouses is set to
expire in 2013.

Your estate plans and
documents may need to be
revised to reflect the tax
changes for 2011 and 2012
and for the uncertainty for
2013 and beyond. Flexibility
will be key.
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Portability of Basic Exclusion Amount between Spouses

Transfers of property during life or at death are
generally subject to federal gift or estate taxes.
Each taxpayer has an applicable exclusion
amount, which is the amount of property that
can be sheltered from federal gift and estate
taxes by the unified credit.

Prior to 2011, each spouse was entitled to his
or her own applicable exclusion amount, and
any amount that a spouse did not use was lost,
absent special planning.

But, thanks to legislation passed in 2010, the
estate of the first spouse to die can now elect to
transfer any basic exclusion amount that is not
used to the surviving spouse. This is known as
"portability.” For 2011 and 2012, the applicable
exclusion amount is redefined as equal to the
sum of the basic exclusion amount of the
surviving spouse and the unused basic
exclusion amount of the last deceased spouse.
For 2011 and 2012, the basic exclusion amount
is $5 million (plus indexing in 2012).

Portability of the exclusion between spouses
and an increase in the basic exclusion amount
would seem to make estate planning easier for
many estates. However, unless extended by
Congress, in 2013, portability of the unused
basic exclusion amount between spouses is set
to expire and the exclusion is scheduled to
decrease to $1 million.

Simple planning with portability

If you're planning today, you could transfer
everything to your spouse and, if you die in
2011 or 2012, your estate can elect to transfer
your unused basic exclusion amount to your
surviving spouse. Your spouse will then have
an applicable exclusion amount equal to the
sum of his or her own basic exclusion amount
and your unused basic exclusion amount,
which your spouse can use for gift or estate tax
purposes. For example, if you transfer your $5
million unused basic exclusion to your surviving
spouse, who also has a $5 million basic
exclusion amount, your spouse then has a $10
million applicable exclusion amount to shelter
property from gift and estate taxes. Such simple
planning might be very practical for some
married couples, especially where the spouses’
combined estates are expected to be less than
the applicable exclusion amount.

Potential need for more complex
planning

There are a number of reasons why such
simple planning with portability may not
produce the desired or best results. These
include:

« Portability is set to expire in 2013, and tax
rates are scheduled to increase while the

applicable exclusion amount is set to
decrease.

* You have family members or individuals other
than your spouse that you would like to
benefit prior to the death of your spouse.

« You have grandchildren or younger
generations that you would like to benefit.
The $5 million generation-skipping transfer
(GST) tax exemption is not portable between
spouses (and is scheduled to decrease to $1
million as indexed in 2013).

 State exclusion amounts may be lower than
the federal applicable exclusion amount and
may not be portable between spouses.

Use of A/B trust arrangement

Prior to the 2010 legislation, many married
couples with estates that were greater than the
applicable exclusion amount would set up an
A/B (or A/B/C) trust arrangement. In general,
the first spouse to die would transfer an amount
equal to the applicable exclusion amount to the
"B" or credit shelter (bypass) trust. The B trust
could benefit the surviving spouse and their
children, but the B trust would be designed to
bypass the surviving spouse's estate. The
balance of the estate would be transferred to
the surviving spouse, either outright or by using
an "A" marital trust, and qualify for the marital
deduction. In some cases, a "C," "Q," or QTIP
marital trust was also used if the first spouse to
die wanted to control who received the marital
trust property at the second spouse's death.
The A/B trust arrangement typically assured
that there would be no estate tax at the first
spouse's death and that neither spouse's
applicable exclusion amount was wasted.

An A/B trust arrangement may still be useful
whether or not portability is available. For
example, the B trust can assure that the
applicable exclusion amount of the first spouse
to die is not lost, even if portability is not
available in the future. The B trust can be used
to provide for family members or individuals
other than your spouse (and even your spouse)
prior to the death of your spouse. You could
also allocate your GST tax exemption or state
exclusion to the B trust. The A trust could use
your spouse's applicable exclusion amount,
GST tax exemption, and state exclusion.

Review estate plans and documents

Your documents and plans may need to be
revised to reflect the tax changes for 2011 and
2012 and for the uncertainty for 2013 and
beyond. To help guide you through these
opportunities and uncertain times, consult an
experienced estate planning attorney.
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Investment and insurance products
and services are offered through
INFINEX INVESTMENTS, INC.
Member FINRA/SIPC. Infinex and
the bank are not affiliated. Products
and services made available
through Infinex are not insured by
the FDIC or any other agency of
the United States and are not
deposits or obligations of nor
guaranteed or insured by any bank
or bank affiliate. These products
are subject to investment risk,
including the possible loss of value.

NOT FDIC-INSURED. NOT
INSURED BY ANY FEDERAL
GOVERNMENT AGENCY. NOT
GUARANTEED BY THE BANK.
MAY GO DOWN IN VALUE.
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Ask the Experts

These days, using a personal
computer is just a normal part
of life. You may have e-mail or
online accounts that require a
; password, or you may have
plctures V|deos or documents stored online or
on your hard drive. You may even maintain a
blog or website. Like your physical assets,
these "digital” or "cyber" assets can have both
sentimental and economic value. Chances are,
nobody else knows your cyber assets even
exist, and if they do, they may not know where
those assets are stored or how to access them.
It's important that you make plans for the
disposition of your cyber assets in the event of
your incapacity or death. If you don't, your
survivors may have to deal with
time-consuming and costly searches, or worse,
the assets may be overlooked and lost
altogether.

What happens to your cyber assets at your
death depends on what type of asset it is, and
while the laws regarding cyber assets are not
well settled, there are some broad guidelines.
Domain names, once registered, become your
personal property under property law, and your
websites and blog content are yours under

Your cyber (or digital) assets
may have sentimental and/or
economic value, and you
should consider including them
in your estate plan. Here's

1. Identify your cyber assets. They include (a)
domain names, websites, and blogs, (b)
photos, videos, and documents stored on
sharing sites such as Flickr, YouTube, and
Google Docs, (c) e-mail accounts, (d) online
bank, credit card, investment, and other
such accounts that typically require a
password, (e) accounts with online
companies such as Facebook, Twitter, and
eBay, and (f) documents, spreadsheets,
photos, and other such items that are stored
on your computers, hard drives, DVDs,
smartphones, flash drives, and other offline
or online servers or backup servers.

2. Understand which assets are transferable to
other persons and which are not. Your
domain names, websites, and blogs are
transferable under property and copyright
laws; however, your online accounts may or
may not be transferable, depending on the
online site's terms of service (you may

What happens to my online accounts when | die?

federal copyright law. These types of cyber
assets are clearly defined by law and are
transferable to your heirs (e.g., through your
will). On the other hand, certain online
accounts, such as e-mail accounts, Facebook,
Twitter, eBay, or PayPal, may not be classified
as property in the legal sense; you are merely
given a license by the website when you agree
to its terms of service. Under these terms of
service, transferability of your accounts may be
limited or even prohibited altogether. Terms of
service vary widely from site to site. Some
sites, such as YouTube, will allow persons with
legal power of attorney to access your
accounts, and they post instructions on how to
do so. Other sites, such as Facebook, will put
your accounts into a "memorial state." Many
sites, however, will terminate and permanently
delete your accounts upon notification of your
death. You should read and understand all
terms of service and make any necessary legal
arrangements so your heirs will have access to
your accounts.

Note: On the flip side, you may have certain
private accounts to which you want to ensure
that no one is given access and which will be
terminated immediately upon your death.

How do I include my cyber assets in my estate plan?

merely have a license). Read all terms of
service to understand what can be done with
the account upon your death. You will find
that many accounts will automatically
terminate upon notice of your death, and
other accounts, such as one on Facebook,
may be put into a "memaorial state.”

3. Inventory your cyber assets. List all your
assets indicating (a) where they are located,
(b) how they are accessed, including URLS,
usernames, and passwords, (c) what you
wish to have happen to the asset at your
death (e.g., transfer to an heir, terminate,
memorialize), and (d) who will be
responsible for carrying out those wishes
(e.g., spouse, executor). Refer to but do not
include this inventory in your will, because
wills become public and this is private
information. Put it in a safe place and let
others know of its existence.

4. Include specific bequests of certain valuable
cyber assets (domain names, websites,
blogs) in your will, and execute powers of
attorney for those accounts that will require
it.

Page 4 of 4

Prepared by Broadridge Investor Communication Solutions, Inc. Copyright 2011



