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NEW! Take Our Survey!
As 2013 continues to unfold, we're
interested in where you stand in
terms of your economic outlook.
Please take a moment to visit our
website and take our short
5-question survey. You'll find the
link on our homepage at
www.ppcplanning.com.

I remember reading several years ago about
Moore's Law which states that the power of
computers is doubling every eighteen months.
If we combine that with the Law of Fiber which
says that the capacity of the bandwidth of
internet fiber is doubling every nine months,
and the Law of Storage which says that it is
possible to double the amount of storage
provided per dollar of cost each year, we are
looking at huge changes in our capacity to
manage (or become buried by) information.

While I must confess to a nagging suspicion
that these technologies are ramping up the
pace of our lives to levels that are not always
healthy, there is no doubt in my mind that using
them appropriately to manage the immense
flow of information coming at us is absolutely
necessary.

One great example that we at PPC have
embraced is our new eMoney Asset
Aggregation System which we are now
making available to all PPC clients free of
charge . This system is an individual web portal
that we construct for you within which you can
consolidate and view all of your
internet-accessible data.

The process is relatively simple. We set up your
portal and provide you with a unique username
and password. When you log in, you can easily
link in your internet-accessible financial data
including PPC accounts, bank accounts, credit
cards and 401k accounts. We even have clients
linking in mortgages, insurance policies and
airline mileage accounts.

Each evening, your account balances and
holdings are uploaded on a "view only" basis to
the aggregation site where you can generate
Net Worth and other current reports to help
manage your data.

You can also manually add in non-web
accessible assets such as autos, home values
and business values that should be included.
The system is able to take your investment data
and combine it to allow you to better
understand the risk characteristics of individual
accounts as well as your portfolio as a whole.

At this point, we have about 60 clients on the
system and the response has been marvelous.
If you would like to have us set up your free
access portal, or simply walk you through a
demo, give us a call and we'll arrange a time to
get that done.

As always, thanks for your support and
partnership over the years. We enjoy these
opportunities to provide additional value and
look forward to hearing from you. We think
you'll find the process intriguing.

And if you haven't already done so, please take
a few minutes to complete our quick, 5-question
survey and share your thoughts about where
you stand in terms of your economic outlook.
You'll find the link on our homepage at
www.ppcplanning.com .
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How a Low-Interest-Rate Environment Can Affect a
Market-Value-Adjusted Fixed Annuity
Interest rates continue to run at historically low
levels. For investors, that's the bad news. The
good news is that presumably there's only one
direction interest rates can eventually
trend--upwards. If you own a
market-value-adjusted (MVA) fixed annuity, the
current low rates will have a big effect on your
annuity's cash surrender value. Whether that
effect is favorable or unfavorable, though,
depends on how current interest rates compare
to the interest rate your annuity is paying.

What is a market-value-adjusted
annuity?
Not all fixed annuities contain an MVA
provision, but those that do typically provide
that the annuity's cash surrender value during
the surrender charge period may be increased
or decreased based on a comparison of the
interest rate paid by the annuity to the current
interest rate. In its simplest terms, an MVA
provision affects your annuity's cash surrender
value either positively or negatively, depending
on the annuity's interest rate compared to
prevailing interest rates. For example, if your
annuity is crediting your account with an
interest rate of 6%, but prevailing interest rates
are only 2%, then the cash surrender value will
increase to reflect the higher annuity rate.
Conversely, if the annuity is paying 2%, but the
prevailing interest rate is 6%, then the annuity's
cash surrender value will be lower (i.e., you'd
get less if you cashed it in).

Why is this? Contracts that contain an MVA
provision basically share the risk of fluctuating
interest rates with you, the annuity owner.
Insurance companies generally credit interest
on their fixed annuities based on the interest
rate they receive on the vehicles into which
they invest your annuity premium (such as
bonds). When you surrender (i.e., cash in) your
annuity before it has reached maturity, the
insurer must sell those underlying investments
to get the cash to pay you. If the investments
backing your annuity (e.g., bonds) are paying
6%, but the prevailing interest rate for similar
bonds is only 2%, the insurer will get more than
the bonds' face value. Conversely, if the
insurer's bonds are paying 2%, but prevailing
bond rates are paying 6%, the insurer will
receive less than the bonds' face value upon
sale.

With an MVA annuity, if the insurer has a gain
upon the sale of the bonds, a portion of that
gain will be added to your annuity surrender
value. If the insurer has to sell the bonds at a
discount (loss), then some of that loss will be
recouped from your annuity's cash surrender
value.

What does all this mean for you?
It could mean nothing if you simply hold your
MVA annuity until the end of its term (maturity).
Then you can cash it in at its full value with no
adjustment, either positive or negative. But if
you want to cash in your annuity during the
surrender period, the MVA provision may either
help or hurt your annuity's value. Say your
annuity is paying an interest rate that's much
higher than prevailing rates, but if you cashed it
in, your account would be subject to a
surrender (early withdrawal) penalty of 5%.
However, due to a favorable market-value
adjustment, the insurer would actually add 7%
to your surrender value, meaning your annuity's
surrender value would actually realize a net
gain of 2%.

But what if your annuity is paying only 2% and
you wanted to cash it in? If prevailing rates are
higher, then you might not only have to pay a
surrender penalty, but your account would be
further reduced to make up for the loss the
insurer takes on the discounted sale of the
underlying investments.

Factors to consider
MVA fixed annuities are generally intended as
long-term savings vehicles. Surrendering or
cashing in your annuity may have unintended
consequences. Before surrendering your
annuity, consider the following:

• Will the investment alternatives available to
you provide the same benefits as the current
annuity (e.g., comparable interest rate, the
potential for tax-deferred growth)?

• By surrendering your annuity, are you giving
up benefits such as an increased death
benefit or the option to convert your annuity
to an income stream that can last for the rest
of your life?

• What are the tax consequences to you?
Generally upon surrender, any gain in your
annuity is taxable to you (the annuity owner)
as ordinary income.

Before surrendering your annuity, consult a tax
professional and your financial professional to
be sure you understand the potential
ramifications.

Annuity guarantees are
subject to the claims-paying
ability of the annuity issuer
and are entirely dependent
on the insurer's ability to
meet its financial
obligations.
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A Business Plan Is Your Vision of Success
What is your business's key to success?
Unique products, flawless customer service,
nimble operations--or something entirely
different? As a business owner, you may
instinctively know what makes your
organization succeed in today's competitive
marketplace. A business plan helps you share
that knowledge with important
stakeholders--including key employees and
potential investors and lenders.

A good business plan tells the story of your
company, illustrating where you are now and
where you hope to be in three to five years. It
provides a detailed description of your
organization's current state and paints a picture
of what it will look like in the future. Most
important, it provides--in as few words as
possible--the information others will need to
make financial and strategic decisions, and is
typically organized using the following sections.

Cover page and table of contents
The cover page is simply a title page for your
business plan document. It should include the
name of the company, address, phone number,
owners' names, and contact information. It
should also include the date on which the
document was finalized and published.

The table of contents helps readers navigate
through the document and identifies page
numbers for each of the sections.

Executive summary
The executive summary is essentially your
elevator pitch--an abridged version of the
business plan that describes to readers why
your business is worthy of their attention and
possibly their investment. It should be no longer
than one page, but should contain all pertinent
details. (For this reason, it is often easier to
write this section last.) It should answer
readers' primary questions--i.e., are you looking
for funding, is the document a roadmap for
management, or both? As you draft your
executive summary, keep in mind that many
readers will decide whether the subsequent
pages are worth reviewing based on this
important section.

Business description
This section should provide more detail on the
nature of your business. What product or
service do you provide, and how is it produced?
Who are your key advisors and managers, and
how does their experience benefit your
organization? What is your legal structure?
Where are you located and why did you choose
this location? You might also want to use this
section to describe the genesis of your
business--i.e., how and why you decided to

launch the venture. Was there an industry gap
you wanted to fill? A need you could meet?
What makes your business idea worth
pursuing?

Market analysis and marketing strategy
Perhaps the most influential section of your
business plan, the market analysis is how you
convince readers that your business will be
successful. It should provide a specific and
detailed analysis of your target market,
including what you have done to maximize your
opportunity within it. Who are your current and
potential customers, and why?

Summarize any market research you have
conducted to prove the viability of your
business. How big is your potential market?
Who are the major competitors, and what is
your strategy for differentiating your company
from them? If your business plan is intended for
potential investors or lenders, this section will
help convince them that you truly understand
your market and are an expert in your industry.
If your plan is primarily designed to educate key
employees, it will provide the basic information
they need to strategize.

This section should also summarize your
marketing strategy, or how you will promote
your products and services. Describe any
planned advertising and communications
tactics, as well as sales models.

Financials
This portion of the business plan is designed to
help your readers understand where you are
now, financially, and where you hope to be.
You should include all current and projected (or
"pro forma") financial statements. These should
include cash flow and income statements, as
well as a balance sheet and break-even
analysis. This section will likely be scrutinized
the most, so be sure it is completed carefully.
Its purpose is to educate readers about the use
of resources--including any debt and equity
financing you hope to get--proving to them that
your company can and will manage money
effectively.

Take time and care
Many business owners--particularly
entrepreneurs just starting out--loathe spending
time writing business plans, preferring instead
to jump into the more exciting arenas of
creating, selling, and managing their business.
However, a business plan represents a critical
opportunity to draw key stakeholders into your
vision of a future filled with success. Be sure to
devote the time needed to produce an effective
and engaging document.

Business plans help key
stakeholders share in your
vision, but even if you don't
have stakeholders, they can
help you identify your
strengths and weaknesses
for strategic planning
purposes. For more
information, visit the Small
Business Administration's
new online resource.
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The Potential Benefits of Refinancing Your Mortgage

This is a hypothetical example and does not reflect all of the costs that may be associated with
refinancing. Actual results may vary.

I refinanced my mortgage loan last year. Can I deduct
any of the costs associated with refinancing the loan?
Now more than ever,
homeowners are taking
advantage of historically low
interest rates and refinancing

their mortgage loans. Did you pay points to
your lender when you refinanced your loan? If
so, you may be able to deduct them.

Points are costs that a lender charges when
you take out a mortgage loan or refinance an
existing mortgage loan on your home. One
point equals 1% of the loan amount borrowed
(e.g., 2 points on a $300,000 loan equals
$6,000).

In order for points to be deductible, they must
have been charged by your lender as up-front
interest in return for a lower interest rate on
your loan. If the points were charged for
services provided by the lender in preparing or
processing the loan, then the points are not
deductible.

When deducting points, keep in mind that
unlike points paid on a loan used to purchase a
home, points paid on a refinanced loan usually
cannot be deducted in the year that you paid
them. Instead, the points may need to be
amortized over the life of the loan.

For example, assume that you refinanced to a
$300,000/30-year mortgage loan and paid
$6,000 in points. You would be able to deduct
1/30 of those points each year over the 30-year
loan period, or $200 per year.

The one exception to the amortization rule is if
part of your refinanced loan is used to make
improvements to your primary residence. In that
case, you may be able to deduct the portion of
the points that is allocable to the home
improvements in the year that the points are
paid. In addition, if you choose to refinance
again or sell your home in the future, you can
generally claim the entire unamortized
deduction that remains. For more information
on the deductibility of points, you can refer to
IRS Publication 936.

As for other costs you may have incurred from
refinancing, such as recording, title search,
appraisal, and attorney's fees, they are not
deductible. Furthermore, unlike costs
associated with a home purchase, costs
associated with a refinance cannot be added
into the cost basis (value) of your home for
income tax purposes.
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