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for Investors—Absolutely FREE!
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Orlando, Florida, USA
February 2-5, 2005 * Gaylord Palms Resort

You are invited to be our guest at The World Money Show—
the largest gathering of investors, traders, experts, and
product-and-service providers that the world has ever seen. At
The World Money Show you will join 12,000 like-minded
investors who will gather to gain insights, wisdom, and advice
from over 100 top US and global investment experts and
to comparison-shop 300 financial product-and-service
providers from around the world.

As world markets converge and borders to capital and investing
become more “invisible,” the time is ripe for you to focus on
global opportunities. With presentations geared to investors of
all experience levels and risk postures, The World Money
Show is your best opportunity to hone your financial skills
AND broaden your investment horizons.

The World Money Show will feature over 20 dynamic panel
discussions on gold, REITs, charting, trading, forex, stocks,
futures, and much more. Go to www.WorldMoneyShow.com
and click on panels for in-depth descriptions and panelists.
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The investment marketplace has become more globalized in
recent years and offers an extraordinary opportunity to learn
how to diversify your portfolios using investment tools available
in international markets. As an attendee of The World Money
Show you will discover where experts from around the world are
placing their money and what types of investments they think
will produce quality returns and provide the diversification
necessary for a balanced and protected portfolio.
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Muscle In on These
Solid Stocks

Expect good-quality stocks to appreciate and deliver
higher dividends to shareholders this year.

TOCKS ARE BACK. Prices sagged during
most of last year but then staged an impressive
year-end rally after the presidential election.
Can the good performance continue?

Although it’s impossible to predict stock prices for
individual companies, we believe that overall stock
prices could post double-digit percentage increases this
year. Standard & Poor’s 500-stock index is poised to
rise 10% and deliver an average dividend yield of 2%
on top of that.

Despite strong corporate profits last year, stock
prices were held back by election uncertainties, fears
about terrorism and the run-up in oil prices. As a
result, stocks this year are reasonably priced, and
prospects for appreciation are good.

Stocks may do better in 2005 simply because there’s
a lack of attractive alternatives available to investors.
Interest-rate increases will dampen the value of bonds,
and short-term investments, such as one-year CDs, will
yield only about 2.5%. Real estate appreciation is
likely to slow and even reverse in some regions.

So where should you look for good stocks? Start by
focusing on blue chips that pay dividends. These big
companies tend to outperform smaller ones at this stage
of an economic cycle. For financial details on publicly
traded companies, go to www.kiplinger.com and enter the
stock’s ticker symbol in the “Stock Price” search box at
the top of the home page. After clicking “Go,” select
“Full Report” from the pull-down menu next to “Show
Me.” The report includes the company’s latest financial
statements, valuation ratios such as price-earnings (P/E)
and other useful data.

Dividends Regain Respect
Dividend-paying stocks in the S&P 500 have outpaced
nonpayers by a significant margin over both the short
and long term. For the 11 months ended November
30, 2004, the total return on dividend stocks was
14.4%, compared with 7.8% for nonpayers. From Jan-
uary 1980 through November 2004, dividend payers
returned 15.2%, outperforming the total return of non-
payers by more than two percentage points.

Economists at the National Bureau of Economic
Research report that the 2003 tax reforms, which low-
ered the tax rate on most dividends to 15%, have
already prompted many companies to initiate a divi-
dend or increase the one they were already paying. A
total of 113 firms began paying dividends in 2003, ver-
sus 21 in 2002. According to S&P, 250 companies in
the S&P 500 announced dividend increases in the first
11 months of 2004, surpassing the 222 increases for
the same period in 2003.

The trend toward dividend payouts is likely to con-
tinue. “Look for a surge in dividend announcements
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Stock Picks for 2005

COMPANY sﬂ\:l)ggl. PRICE YIELD  COMPANY WEB SITE
ChevronTexaco CVX $52 3.1% chevrontexaco.com
ConocoPhillips COP 84 2.4 conocophillips.com
Diageo DEO 57 4.4 diageo.com
ExxonMobil XOM 49 2.2  exxonmobil.com
HSBC Holdings HBC 85 3.0 hshc.com

Johnson & Johnson JNJ 61 1.9 jnj.com

Lockheed Martin  LMT 60 1.7 lockheedmartin.com
Medtronic MDT 49 0.7 medtronic.com
Microsoft MSFT 27 1.2  microsoft.com
Nokia NOK 16 2.2 nokia.com
Raytheon RTN 39 2.0 raytheon.com
Symantec SYMC 33 0 symantec.com
Valero Energy VLO 42 0.8 valero.com

Yahoo YHOO 37 O yahoo.com

SOURCE: Yahoo Finance

{this month},” says Joseph Lisanti, editor of Standard &
Poor’s newsletter The Outlook. Historically, January is
the best month for dividend increases. On average, that
month has seen 39% more dividend increases than the
typical month since 1995.

A Republican Congress and presidency probably
mean that low tax rates on dividends are here to stay.
Given this low-tax environment and the fact that com-
panies are sitting on $600 billion in cash (even after
Microsoft’s $32-billion special dividend last month),
you've got a recipe for a potential investor windfall.

The trend is also being driven by corporate boards’
current hesitancy to use company cash to make the
kinds of go-go acquisitions they made in the 1990s or
to offset the effects of stock options awarded to top
executives. Instead, companies with rafts of cash will
dole out a lot of it in the form of dividends. After all,
with dividends and capital gains taxed at the same
15% rate, there’s less incentive to hoard the cash. And
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corporate bigwigs themselves will benefit from divi-
dend increases because they’re often big shareholders.

Blue Chips With Dividends

Overall, stocks are fairly valued: The recent average P/E
is 17, close to the 25-year average of 15. Still, be picky
and buy only the best companies.

Not surprisingly, the defense industry is one of the
most promising investment sectors. Global uncertain-
ties and the ongoing conflict in Iraq mean the govern-
ment will pour money into military hardware,
electronics and weapons systems. Raytheon, which
makes advanced electronics for the military, and
fighter-jet builder Lockheed Martin are two companies
that dominate this sector. They should continue to ben-
efit in the current environment.

Energy stocks moved up smartly in the final months
of 2004, even with the December falloff in oil prices.
We expect the sector to do well this year. Supplies of
oil and natural gas remain tight, and there’s a shortage
of drilling and refining capacity. Even if oil falls to $40
a barrel from its mid-December price of $43, energy
companies will still be very profitable. It’s not too late
to consider the stocks of leading oil companies such as
ExxonMobil, ChevronTexaco and ConocoPhillips. The
companies have been paying out generous dividends for
years.

Another timely stock in this field is that of oil
refiner Valero Energy. Turning petroleum into gasoline,
heating oil and jet fuel is very profitable, and demand
for those fuels will remain strong as long as the econ-
omy prospers. Valero shouldn’t fear competition any-
time soon; building a new refinery takes three years,
and none are currently under construction in the U.S.

After years in the doghouse, technology stocks are
looking up. Good bets are companies that provide soft-
ware and services, such as Microsoft. What makes tech
stocks even more appealing is that a growing number
of them now pay dividends. Microsoft started paying
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dividends in 2003, then doubled the cash payout to

an annual 32 cents per share in 2004. In December, the
software colossus handed shareholders a one-time divi-
dend of $3 per share.

If you want to climb the risk ladder, consider
Symantec or Yahoo. Neither pays a dividend and both
sport high P/Es. But each company dominates its busi-
ness niche and has loads of cash.

Symantec is the world’s leader in security software,
and nowadays everyone’s computer needs virus protec-
tion. Symantec has $2 billion in cash and is expanding
its services to provide complex security systems for cor-
porate Web-based operations. Yahoo is riding the wave
of rising online advertising. The company is profitable
and has a $3-billion cash hoard available for expansion.

Some industries in the health-care field offer
investors the possibility of strong growth. Medtronic,
for example, makes implantable heart defibrillators and
pacemakers. The company generates ample cash flow
(money left over after necessary capital investments)
which allows it to spend generously to develop new
devices to treat diabetes, spinal injuries and gastroin-
testinal diseases. Recently, shares were trading at about
20% below their 2000 prices. The company pays a
small but growing dividend.

Johnson & Johnson is the blue-chip company famous
for Band-Aids. More important to investors, the com-
pany is also a leader in making drug-coated stents—
the metal tubes or coils that surgeons implant to open
clogged arteries to prevent heart attacks and strokes.
The company’s drug-coated stents significantly reduce
the risk that an artery will reclog. As we went to press,
the company was in talks to acquire Medtronic’s rival,
Guidant. Johnson & Johnson'’s finances are stellar; it
has raised its dividend for 42 consecutive years.

Good Opportunities Abroad

Hundreds of foreign stocks are traded on the New York
Stock Exchange or Nasdaq as American depositary
receipts (ADRs). Take Nokia, for example. The Finnish
wireless-phone maker has revamped its product lineup
and is increasing market share. Recently, the stock had
a P/E of 17 and a dividend yield of 2.2%. Or consider
Britain’s HSBC Holdings, which generates 40% of its
profits from Asia and pays a plump 3% dividend. Dia-
geo is another candidate. The British company owns
eight out of ten of the world’s top premium-spirits
brands, including Johnnie Walker and Smirnoff. After
the company sold its stake in Burger King and General
Mills, it used the cash to pay down debt and to acceler-
ate buybacks of its own stock.

From the Editor

EST WISHES FOR a happy New Year

from all of us to all of you. This year is

shaping up to be an exciting one. Presi-

dent Bush is determined to move ahead
with his controversial plan to revamp Social Secu-
rity. Unfortunately, the focus on the cash flow
problems of Social Security, which are relatively
simple to solve, diverts attention from the more
intractable problems facing Medicare. The most
likely scenario is that Medicare’s deficits will con-
tinue to mount until a crisis finally forces law-
makers to act. Adding prescription-drug coverage
to Medicare may have been the right thing to do,
but politicians are not yet grappling with how we
will pay for it over the long term.

Final rules for the prescription-drug benefit
will be announced this month, and the Centers for
Medicare and Medicaid Services (CMS) is scram-
bling to work out details for getting the program
under way next year. As new information becomes
available, we’ll keep you posted and offer our best
advice.

If you've called Medicare’s 24-hour help line
(800-633-4227) with a question about your bene-
fits, you might want to double-check the answer
you received with Medicare’s printed and online
sources or with your State Health Insurance Assis-
tance Program. According to a new Government
Accountability Office (GAO) report, Medicare’s
phone reps gave incomplete or incorrect answers
to six commonly asked questions 30% of the
time. The six questions came from the 100 top
topics that help-line reps address. The answers
came from the most-frequently-asked questions
section on Medicare’s Web site. These answers
were included in the CMS-provided scripts that
reps are expected to work from.

In addition to inaccurate answers, in one out of
ten calls the GAO surveyors weren’t able to reach
a phone rep at all. In those cases, calls were trans-
ferred to contractors who weren’t open for busi-
ness at the time.

=9

Editor
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MANAGING YOUR FINANCES

New Way to Buy Bonds

OR YEARS, buying individual bonds was
like shopping for a used car. You never really
knew if you were getting a good deal because
you didn’t know how much the price had
been marked up to begin with. But that’s changing.
In a bold move, Fidelity Investments recently began
providing online tools that its account holders can use
to find out whether they’re paying a fair price for a
bond. The firm’s move coincides with efforts by federal
regulators and consumer groups to shine a light on the
secretive world of municipal and corporate bonds by
requiring disclosure of trade prices.

Fidelity’s Fresh Approach

For the bond market, this is radical stuff. Unlike
stocks, which trade in a central marketplace, such as
the New York Stock Exchange, with prices published
for all to see, bonds trade among dealers and brokers
that are hooked together through networks of comput-
ers. Until recently, information about who was paying
what for bonds was a closely guarded secret among
dealers who controlled the networks. And for good
reason: Brokers and dealers often could buy a bond
cheaply and resell it to an unsophisticated investor at
a much higher price. They would then pocket the
markup, which was hidden in the bond’s total price.
(And the higher the price you pay for a bond, the lower
your yield.) But under pressure from regulators and
investors, the information barriers are starting to come
down. More pricing data is available to those who
know where to look for it.
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Buying With Eyes Wide Open

If you have a Fidelity account, you can log on to the
company’s Web site and browse for municipal, agency,
corporate and Treasury bonds offered by Fidelity and
other dealers. You can also shop by phone with the help
of a broker, but it’s easier—and less expensive—to
search for and buy bonds online.

Fidelity lists the commissions you pay its brokers to
buy bonds. For example, Treasury bonds cost 50 cents
each to trade online; municipal bonds, $1.50; and
corporate bonds, $2. You won’t pay more than a $500
commission per total order, regardless of the quantity
of bonds. The minimum charge is $19.95.

On its Web site, Fidelity also provides customers
with recent-trade data for existing municipal and
corporate bonds, the first major brokerage firm to do
so. This data tells you what dealers and other customers
are paying for the bonds you're thinking of buying.
Until recently, this very basic information was tightly
controlled by dealers. (The trading history of Treasuries
is much easier to track, as these government securities
are frequently traded and their prices are quoted in
most daily newspapers.) But now, buying many kinds
of bonds will be like shopping for a car and knowing
exactly what everybody else paid that same day for the
identical make and model.

Recent trade data on munis and corporates is also
available through the Web site of the Bond Market
Association (www.investinginbonds.com). But Fidelity’s site
offers information for each bond at the click of a mouse;
you don’t have to hunt through multiple Web sites
to find historical-price data. You'll see what other cus-
tomers paid for a particular bond, when they paid and
quantities they bought. You'll also see what indepen-
dent analysts at Interactive Data Corp. (IDC) think a
bond is worth.

Fidelity offers more than 5,000 investment-grade
bonds that are prescreened to make sure they’re priced
fairly. Specifically, Fidelity won'’t list any bond offered
for 3% more than the price suggested by IDC. You can
search for bonds and view the results ranked by relative
yield on a graph. You can then see whether a particular
bond’s yield is in line with similar bonds of the same
maturity. You can also list the bonds in table format,
then select two bonds and compare them side by side.
With another tool, you can select bonds from a table
and build an online bond ladder, with the resulting
payouts displayed for the first year (for more about
bond ladders, see KRR, October). For further informa-
tion about Fidelity’s online tools, visit www.fidelity.com,
or call 800-544-5372.



MANAGING YOUR FINANCES

Good Deal for Those in No-Income Tax States

OMPANIES AREN’T THE only ones who
will benefit from the corporate tax bill that
passed last October. For the 2004 and 2005
tax years, a provision in the law allows indi-
vidual taxpayers to deduct state and local sales taxes on
their federal tax return instead of state income tax.
That’s great news for people who live in states with
no income tax (Alaska, Florida, Nevada, South Dakota,
Texas, Washington and Wyoming). But those who live
in states that impose an income tax may benefit, too.
To find out if you can avail yourself of the sales-tax
deduction, take the following
three steps.

Steps to a Lower Tax Bill
First, your itemized deductions
must exceed the standard
deduction. Itemized deductions
include such outlays as medical
expenses over 7.5% of your
adjusted gross income, charita-
ble contributions and state and
local taxes. If they do, you've
passed the first step. If they
don’t, you're out of luck. For
2004, the standard deduction is

. 1
| i

$9,700 for couples filing jointly and $4,850 for singles.

For people age 65 and older, the standard deduction is
$11,600 for couples and $6,050 for singles.

The second step is deciding whether to deduct what
you paid in state and local sales taxes, or state and local
income taxes. You must choose one; you can’t deduct
both. (In states that do not impose income taxes, you'd
deduct the sales tax.) If you live in an income-tax state,
you probably paid more in income tax than sales tax
during the year. But run through the numbers anyway.
If a significant portion of your income comes from tax-
exempt municipal bonds, for example, and your state
income-tax rate is relatively low, your sales taxes may
exceed your income tax, says Marc Minker, director of
private client services at Mahoney Cohen in New York.

You can get your deduction numbers either from
your 2004 sales-tax records or from standardized IRS
tables that give you a usable estimate of sales tax you
paid during this year. (See below for details.) If, like
most people, you haven’t saved all your sales receipts,
you'll use the tables.

The final step is to determine whether you're subject
to the alternative minimum tax (AMT). If you are, you
can’t benefit from the new law. Just as the state
income-tax deduction doesn’t count when figuring the
AMT, neither does the sales-tax deduction.

Get in the habit of saving your sales receipts.
Although the sales-tax deduction is in effect for only
2004 and 2005, some observers think Congress will
extend the break. “I can’t imagine this tax break will
last for only two years,” says William Massey, senior tax
analyst with tax-information provider RIA.

Filling Out the Form

If you decide to itemize, you'll
show which deduction you
want to take by checking one
of two boxes on line 5 of
Schedule A.

If you check the sales-tax
deduction box, you can either
total up the actual sales taxes
you paid for 2004 (if you saved
your receipts) or use the stan-
dardized IRS tables. These
tables are based on state-by-
state estimates of how much
tax is paid by families of various sizes and incomes
during the year.

The sales-tax tables will be included in the 2004
edition of Publication 600, Optional State Sales Tax
Tables, which may be ready by the time you receive this
issue. Download a copy at www.irs.gov by typing the
number “600” in the “Search Forms and Publications”
function, or have a copy mailed to you by calling 800-
829-3676.

In addition to the amount specified in the tables,
you may also add sales tax you paid on vehicles, boats
and other high-priced items that have yet to be speci-
fied by the IRS. For vehicles, you can add state or local
sales tax attributed to the purchase. The deduction is
capped at what you would have paid if the vehicle had
been taxed at the general sales-tax rate. That means if
your state taxes vehicle sales at 6% and the general
sales tax is 5%, your tax deduction will be less than the
tax you paid. The rules are stricter for boats: You can’t
deduct anything unless the tax was imposed at the gen-
eral sales-tax rate.
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Rates and Yields

Recommended Dividend Stocks

We used the stock-finder tool at Kiplinger.com to screen for
stocks with ten years of consecutive dividend increases and

good projected earnings.

DIVIDEND STOCKS YIELD SHARE PRICE
BB&T (BBT) 3.3% $42
Kimberly-Clark (KMB) 2.5 65
Rohm & Haas (ROH) 2.3 44
Procter & Gamble (PG) 1.8 54

U.S. Treasury Yields

YEAR 3 MONTHS THIS

NEXT

MATURITIES AGO AGO MONTH AUCTION*
Three-month bills 0.90% 1.79% 2.24%  weekly
Six-month bills 0.99 2.05 2.42 weekly
Two-year notes 1.76 2.58 2.93 Jan. 26
Five-year notes 3.12 3.35 3.54 Jan. 12

Treasury yields are for December 13, 2003; August 13, 2004; and December 13,

2004. *Dates are tentative.
SOURCE: U.S. Federal Reserve

Selected Fixed-Income Mutual Funds

These intermediate bond funds have good managers and low
expenses. Yields shown are for the past 12 months. For more
details on funds, go to www.kiplinger.com/investing/funds.

INTERMEDIATE BOND FUNDS YIELD PHONE NUMBER
Dodge & Cox Income (DODIX) 4.4% 800-621-3979
TIAA-CREF Bond Plus (TIPBX) 3.7 800-223-1200
Fidelity Interm. Bond (FTHRX) 3.5 800-343-3548
Category Average 3.9%

Money-Market Funds

Below are top-performing money-market funds with minimum

initial investments of $10,000 or less. The 30-day compounded

yields are to December 13, 2004.

TAXABLE YIELD PHONE NUMBER

Scudder Premium* 1.87% 800-621-1048
Bunker Hill* 1.79 800-572-9336
Transamerica* 1.79 800-892-7587
Category Average 1.38%
Alpine Municipal* 1.66% 888-785-5578
Vanguard 1.56 800-662-7447
Strong* 1.40 800-368-3863
Category Average 1.04%

*Fund is waiving all or a portion of its expenses.

For updated rates, visit www.kiplinger.com/finances/yields.
SOURCE: Money Fund Report

Benchmarks

Inflation rate* 1.77% 2.65% 3.52%
Yield on S&P 500 1.69 1.76 1.72
One-year Treasury (CMT)** 1.31 2.23 2.59
Ten-year Treasury 4.15 4.10 4.19

*Year-to-year change in CPI as of August 2004 and November 2004.
**Constant Maturity Treasury yield.
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MANAGING YOUR FINANCES
Your Questions
Answered

More-Flexible CDs?
Dve been seeing a flurry of ads
Jor odd-named CDs, includ-
ing one called an “Opt Up”

CD. The idea is that if

interest vates rise, investors

can step up their rate. Sounds
good, but is there a catch?
With interest rates slowly

rising, financial institutions have

seen increasing buyer interest in CDs and other types
of savings vehicles. To attract customers, banks have
started to offer CDs that let the buyer take advantage of
upswings in interest rates. These are commonly called
bump-up, step-up or index-linked CDs.

Typically, you can bump up the yield only during
the first half of the CD’s term, but the rules vary
among banks. Bank of America offers the “Opt-Up”
CD for a 2/4-year term, allowing you to increase the
interest rate once anytime after the first six months.
There is no extra charge or term extension.

Some bump-ups come with strings attached; for
example, you may have to deposit additional money to
get the higher interest rate. Some banks tie the bump-
up rate to a particular index. Others offer a higher
interest rate at predetermined interest-rate levels.

Bump-up CDs aren’t the same as “callable” CDs.
Callable CDs may pay slightly higher rates, but banks
can “call in” and close the accounts before maturity if
interest rates drop, meaning you lose the high rate. CD
investors typically can’t close a callable CD before
maturity without paying a penalty.

Social Security and Work Earnings

If 1 retire this May before I veach my full-retivement age for
Social Securiry, will my benefits be reduced if I earn more
than the $12,000 limit before my retivement date?

Social Security’s earnings test trims benefits for those
who start collecting before their full-retirement age
and earn more than $12,000 in 2005. (The earnings
test applies to gross income subject to FICA taxes.)
However, in the first year that you take benefits, you
can use a monthly earnings test so that your earnings
prior to taking benefits don’t count against you. In
your case, it doesn’t matter how much you made in



January through May; starting in June, you can earn up
to $1,000 a month without jeopardizing your benefits.

For more information on the earnings test, call
Social Security at 800-772-1213, or go to www.ssa.gov/
OACT/COLA/rtea.html.

Selling Your Life-Insurance Policy
I no longer need my life-insurance policy. When I told my
insurance agent that 1 planned to let the policy lapse, be sug-
gested I consider selling it to an investor who would take over
the payments and collect the benefits when I die. Is this a
valid option? If so, how does it generally work?
Disposing of a life-insurance policy by selling it (rather
than letting it lapse or cashing it in) is an option that’s
gaining popularity, particularly among older policy-
holders who no longer need the insurance. Such sales
are an offshoot of viatical settlements, which were cre-
ated as a way for terminally ill AIDS patients to sell
their life-insurance policies. Life settlements work
similarly but are typically available to policyholders 65
and older with life expectancies of up to 12 years. Pol-
icy buyers are usually institutional investors looking for
higher returns than they can find in the bond markets.
Whole-life policyholders who sell their policy typi-
cally collect about three times more than they would if
they simply cashed in the policy. But the amount you
may be offered for your policy depends on several fac-
tors, including your life expectancy, the face value of
the policy ($250,000 is usually the minimum) and how
much the investor will have to pay to keep the policy
in force. Your settlement will also be higher or lower
based on how much commission the broker charges for
selling the policy, so be sure to shop the policy around
to more than one broker. Keep in mind that although
life-insurance proceeds are tax-free to your beneficia-
ries, you're subject to tax on the life settlement to the
extent that it exceeds the total premiums you've paid.
For a list of life-settlement brokers, contact the
Viatical and Life Settlement Association (407-894-
3797; www.viatical.org).

Medically Necessary Upkeeps

I know I can claim tax deductions for medically necessary
home improvements. Do maintenance costs also qualify?

Yes. If a capital expenditure for the home qualifies as

a medical expense, the improvement’s operating costs
and upkeep also qualify as a medical expense as long as
the modification continues to be medically necessary.
Medical expenses that exceed 7.5% of your adjusted
gross income are deductible on your federal income-
tax return.

Rates and Yields

Certificates of Deposit

SIX MONTHS YIELD PHONE NUMBER
Ascencia Bank (Ky.) 2.87% 877-369-2265
Corus Bank (lll.) 2.87 800-989-5101
IndyMac Bank (Cal.) 2.85 800-734-6063
Imperial Capital Bank (Cal.) 2.84 800-455-4485
Giantbank.com (Fla.) 2.71 877-446-4200
National Average 1.87%

ONE YEAR YIELD PHONE NUMBER

Corus Bank (lll.) 3.28%
Imperial Capital Bank (Cal.) 3.25

800-989-5101
800-455-4485

IndyMac Bank (Cal.) 3.20 800-734-6063
Bank of Internet USA (Cal.) 3.10 877-541-2634
Countrywide Bank (Va.) 3.09 800-479-4221
National Average 2.47%

TWO AND A HALF YEARS YIELD PHONE NUMBER
Countrywide Bank (Va.) 4.50% 800-479-4221
1st Source Bank (Ind.) 4.45 888-258-3150
Advanta Bank (Utah) 4.41 800-788-2632
Everbank (Fla.) 4.40 888-882-3837

Bank of Internet USA (Cal.) 4.39
National Average 2.76%
FIVE YEARS YIELD
Stonebridge Bank (Pa.) 4.50%
Eastern Savings Bank (Md.) 4.45

877-541-2634

PHONE NUMBER
800-807-1666
800-787-2265

Principal Bank (lowa) 441 800-672-3343
Bank of Internet USA (Cal.) 4.40 877-541-2634
First Internet Bank (Ind.) 4.39 888-873-3424

National Average 3.91%

Yields include compounding and are to December 13, 2004. For information on
deposit insurance, go to the Web site of the Federal Deposit Insurance Corp.
(www.fdic.gov). All deposits are federally insured up to the maximum allowed. For
updated rates, visit www.kiplinger.com/finances/yields.

SOURCE:Bankrate.com

Fixed Annuities

SINGLE-PREMIUM IMMEDIATE-ANNUITY

AVERAGE PAYOUT FACTORS 3 MONTHS AGO THIS MONTH

Monthly payout for 70-year-old male 7.02 6.95
Monthly payout for 70-year-old female 6.58 6.51
Monthly payout for 75-year-old male 1.77 7.69
Monthly payout for 75-year-old female 7.37 7.30

Payout factors fluctuate with Treasury and bond yields. Annuity payouts are guaran-
teed to the annuitant for life and to his or her beneficiary for ten years. The averages
shown above are derived from the top 40 single-premium immediate-annuity
programs; the payout factors are per each $1,000 and are applicable to the life-
and-ten-years-certain option.

DEFERRED-ANNUITY INTEREST RATES 3 MONTHS AGO THIS MONTH

Flexible-premium average rate* 3.37% 3.28%
Flexible-premium highest rate** 4.70 4.70
Single-premium average rate* 3.82 3.64
Single-premium highest rate** 4.65 4.75
Certificate annuity, 3-year highest rate ~ 3.80 3.70
Certificate annuity, 5-year highest rate ~ 4.40 4.20

*Average base interest rate of top 100 annuity programs.
**Highest base interest rate among nonbonus annuity programs.

SOURCE: Comparative Annuity Reports (916-487-7863; www.annuitycomparative
data.com). Annuity data are to September 1, 2004, and December 1, 2004.
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Information to Act On

ECONOMY

H Inflation will run about 2.5% this year. Despite
recent increases in the consumer price index, rising
interest rates and fierce competition in certain indus-
tries will keep inflation hovering below 3%.

[ ] Thg dollar w!ll stop- fallllng.l The ?{:_“?w:l‘ﬁ
sagging dollar is making visiting ? " —
Europe expensive. But once the - —
dollar’'s exchange value reaches - \:
about $1.40 to the euro, European ‘w=

governments will take steps to limit further decline.
The reason: No nation can afford a dollar free-fall that
would jeopardize global growth.

W Curious about home prices? Find out how much
homes cost in more than 300 metropolitan areas by
going to www.Kiplinger.com/tools/houseprices. You

can also use the search tool to discover what areas
have experienced the most appreciation.

INVESTING
H American International Group’s P/E is now 16.
A relatively low price-earnings ratio may make this
insurance giant appealing to risk-tolerant investors.
Despite being accused by New York Attorney General
Spitzer of participating in a bid-rigging scheme run by
a unit of Marsh & McLennan, the multinational insurer
is so large and diverse that its encounter with regula-
tors is unlikely to be debilitating. Recent share price
was $65.
m Redeem those old savings bonds. More than $12.5
billion worth of bonds that have stopped earning inter-
est are languishing in safe-deposit boxes, desk draw-
ers and shoe boxes. To determine if your bonds have
stopped earning interest, see www.publicdebt.treas
.gov/sav/savstop.htm.
H Consider intermediate-term bond funds. Assuming
inflation remains under 3% this year, bond funds with
three- to ten-year maturities could reap promising
returns. Two funds with superior long-term records are
Dodge & Cox Income (symbol DODIX, 800-621-3979)
and Harbor Bond (HABDX, 800-422-1050).
= 1| mThousands are owed federal income-
- i_'_l tax refunds. The government owes $73
. | million in refunds to 80,000 taxpayers.
If you know someone who might be
sl entitled to a refund, go to the search

tool created by the nonprofit National Taxpayers Union
(www.ntu.org) and input their last name and state of

TAXES
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residence. The tool is featured on the home page.

m 2005 deduction for long-term-care insurance.
Premiums you pay for long-term-care insurance are
deductible as an itemized medical deduction once
they exceed 7.5% of your adjusted gross income. On
2005 tax returns, policyowners age 71 and older can
deduct premiums of up to $3,400; those ages 61 to
70, up to $2,720; those 51 to 60, up to $1,020.
Younger owners ages 41 to 50 can deduct long-term-
care premiums up to $510; those 40 or under can
claim up to $270.

m Deductions for medical and charitable travel. In
the 2005 tax year, the rate for medical-related travel
will rise by one penny, to 15 cents a mile; the rate for
charity-related driving will remain 14 cents a mile.

MEDICARE

m Some chiropractic services may be covered. Under
a demonstration project starting in April, Medicare
beneficiaries in lllinois, Maine, New Mexico and
Virginia will be eligible for some chiropractic care
related to neuromusculoskeletal conditions. The
results will help determine whether this type of care
and other chiropractic services should be offered to
beneficiaries everywhere.

m How good is your hospital? Beginning early this
year, you can obtain information on the quality of care
offered by hospitals by calling 800-633-4227, or by
visiting Medicare’s Web site (www.medicare.gov).
Medicare currently posts care-quality information on
many nursing homes, home health agencies, dialysis
facilities and Medicare Advantage plans.

HEALTH

m New drug may ease nerve pain. The Food and

Drug Administration (FDA) recently approved Eli Lilly’s
Cymbalta for the management of pain from peripheral
neuropathy caused by diabetes. This type of nerve
damage can produce distressful tingling, burning and
numbing sensations in the feet, legs and hands. For
details, go to wwwe.elililly.com, then click on “News”
and then “News Release Archive” and scroll down to
the September announcements.

m Government limits health claims for olive oil. The
FDA recently ruled that the labels on olive oil sold to
consumers may state that there is limited scientific
evidence that olive oil may reduce the risk of coronary
heart disease. But the label must also state that for
you to obtain any health benefit, the amount of olive
oil you consume must only replace a similar amount



of less-healthful fat and not increase your total daily
calorie intake.

TRAVEL
m Check security waiting times at airports. Before
you fly, find out your likely waiting time by logging on
to http://waittime.tsa.dhs.gov. Pick your airport, and
the Web site will give you average waiting times
reported for your flight's day and hour.
® New search engine for travel deals. Kayak.com will
alert you to deals offered by major travel Web sites,
such as Orbitz and Expedia. The service also looks for
ﬂ " specials from some airlines that Orbitz
and Expedia don’t list.
H More routes to your destination.
Airlines are adding new routes that fly
directly from the U.S. to smaller cities
h'hml in Europe, Asia and Latin America.
For example, Continental Airlines now
offers nonstop flights on smaller jets from Newark,
N.J., to Edinburgh and Oslo.

CONSUMER TIPS

m Get a free copy of your credit report. By law, credit
bureaus must provide you with a free credit report
every 12 months—if you ask. The program is being
phased in and will be available in all states by
September. The three major credit bureaus are partici-
pating: Equifax (800-685-1111; www.equifax.com),
Experian (888-397-3742; www.experian.com) and
TransUnion (800-888-4213; www.transunion.com).

m Don’t pay for information on free drugs. Some
e-mail promotions try to trick consumers into paying
for information about free or low-cost prescription-drug
programs. Instead, consult www.helpingpatients.org,

a no-cost site that helps locate such programs.

H Find for-sale items at stores near you. Visit www
.shoplocal.com to locate items you're looking for that
are on sale at local branches of national retailers.
You can search by zip code or city and state, then sift
through product categories.

VETERANS AFFAIRS

m Vets can keep health information online. The U.S.
Department of Veterans Affairs has added a new fea-
ture to its health Web site that enables veterans to
save medical information they want to share with their
doctors and families. The data is securely held at the
site (www.myhealth.va.gov) and can be viewed only
with a password.

m Visit the “Price of Freedom: Americans at War”
exhibit. The Smithsonian’s National Museum of
American History, in Washington, D.C., recently
opened an exhibit that displays artifacts from military
conflicts from the 1750s through the present.

COMPUTERS

H Recycle your old computer or printer. The Cristina
Foundation will find a needy group to pick up your
computer or printer within two weeks. Just complete
the form on the group’s Web site at www.cristina.org.
For a small fee, most big computer manufacturers will
likewise pick up and recycle your equipment.

m Pay someone to set up a computer. For $150,

Dell will set up one of its new computers for you; for
details, go to www.dell4me.com/solutionscenter. For
other brands, try Geeksoncall.com.

TAX TIP
Give Insurance to an Heir
and Cut an Estate-Tax Bill

ne way to shield life-insurance proceeds from

federal estate taxes is to transfer ownership of
the policy to another person. But such a transfer
is generally considered a gift of the value of the
policy, and if the policy has a present value of
more than the annual gift-tax exemption ($11,000
in 2005), you must file a gift-tax return. A gift tax
is calculated on the value of a gift, but you don’t
owe gift taxes until you use up your $345,800
credit. This credit lets you exclude gifts up to $1
million from gift taxes. In 2005, only estates worth
more than $1.5 million are subject to federal
estate taxes. But if you gift $1 million, you’ll have
used up $1 million of your estate exclusion. This
year, the top estate-and-gift tax rate is 47%.

Let’s assume you transfer a $400,000 policy

to your son. The insurer computes the gift value of
the policy to be $30,000, based on a prescribed
IRS formula. The use of your gift-tax exclusion is
calculated on $19,000 ($30,000 minus the
$11,000 annual exemption), and you report the
gift on IRS Form 709. Assuming you live at least
three years after transferring ownership, your son
will receive the death benefit when you die, and
the proceeds will not be included in your estate.
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ESTATE PLANNING
Two Simple and Easy
Estate-Planning Tools

ITH A LITTLE EFFORT, you can

ensure that money you've tucked away

in banks, savings and loans, and credit

unions goes directly to your heirs when
you die rather than through probate. You can accom-
plish the same direct transfer with stocks, bonds and
mutual funds held in taxable accounts. Simply put your
cash in payable-on-death accounts (PODs) and your
investments in transfer-on-death
registrations (TODs).

“People overlook a lot of really
simple things they can do to avoid
probate court that will make it eas-
ier for those who inherit their prop-
erty,” observes Mary Randolph, a
lawyer and the author of 8 Ways to
Awoid Probate (Nolo, $20). When a
person dies, property that passes by
will must go through probate. Dur-
ing this process, the person named
as executor of the estate is approved
by the probate court and acts under
its supervision. IR As and life insur-
ance with named beneficiaries do
not go through probate and gener-
ally pass directly to named beneficiaries.

4

POD for Savings Accounts

Banks, credit unions, and savings and loans can help
you set up a POD account or add the designation to
existing accounts. There’s no charge for maintaining
POD accounts or for switching to one.

While you're alive, the person you name as your
beneficiary has no claim to your cash. You can change
your beneficiary at any time and name more than one.
If the bank’s rules permit it, name a contingent benefi-
ciary in case your primary beneficiary dies before you.

After your death, your beneficiary can claim the
money in the POD account simply by offering proof of
identity and a copy of your death certificate. The only
snag usually occurs in states that levy their own estate
tax. In that case, the bank may not release the money
until the state is satisfied that the estate has enough
assets to pay any estate tax that is due.

A POD account is a better alternative than owning

10 | KIPLINGER’S RETIREMENT REPORT Junuary 2005

an account jointly with an heir, while accomplishing
the same aim. Suppose a widow wants to leave her sav-
ings to her daughter, so she adds her to the account as a
joint owner. The daughter now can legally withdraw
part or all of the money without her mother’s permis-
sion or knowledge. The widow’s money could also be at
risk if the daughter has credit problems.

TOD for Investment Accounts

Most states allow residents to use TODs to transfer
stocks, bonds and brokerage accounts directly to heirs.
To set up a TOD, you must register your securities or
accounts in “beneficiary form.” Contact your brokerage
firm, mutual-fund company or financial adviser for the

paperwork. If you own individual
stock or bond certificates, you must

Q’%‘__—_‘H request new certificates that show

E'.E._ !,, ' o that you own the securities in bene-

t _+~ ficiary form.

b W A beneficiary has no right to
TOD assets until you die. As with
PODs, you can change beneficiaries,
close the account, and use the assets
as you wish. Each beneficiary will
inherit an equal share of the assets
unless you specify a different split.
Some institutions, however, will
allow only equal divisions.

N Most brokerage firms, fund com-
panies and corporations offer TODs,
but they aren’t required to do so.

New York and North Carolina don’t permit TODs. If

you live in either state, you can establish a TOD if the

financial institution’s principal office is located in a

state that does allow such transfers. You can also obtain

one if the corporation issuing stock is incorporated in
any of the other 48 states. You can add a beneficiary to

a joint securities account, but only if you and your co-

owner have a right of survivorship, so when the first

owner dies, the survivor owns the account outright.

PODs and TOD:s are useful estate-planning tools,
but be sure that the accounts you set up don’t inadver-
tently sabotage your overall estate plan. For example,
say your will stipulates to split your assets equally
between your niece and nephew. Your estate consists of
$100,000 in bank-sold CDs and $100,000 in stocks.
At some point, you name your niece as the POD bene-
ficiary of the CDs, but you don’t change your will. The
result: Your niece will receive $100,000 in CDs and
$50,000 in stocks. Your nephew will receive $50,000
in stocks.




TRAVEL AND LEISURE

Barter Your Expertise for Bargain-Rate Cruises

INCE RETIRING, Fred and Carol Chernow
have sailed around the globe in pursuit of one
fabulous vacation after another. The couple has
watched eagles glide along the Alaskan coast,
and they've strolled along the beaches of Bermuda.
They've kissed the Irish Blarney Stone and sailed
through Chilean fiords. What did all these trips cost?
Here’s the incredible part: The 24 cruises were practi-
cally free. Fred Chernow, 72, a retired high school prin-
cipal in Westbury, N.Y., literally talked his way into
cruising gratis by becoming a shipboard lecturer. “It’s
been a wonderful retirement hobby,” says Chernow,
who lectures on memory enhancement. “We probably
wouldn’t have been able to afford all this otherwise.”

Relaxation and a Little Work

If you're an expert on something and you can entertain
an audience, you can snag your own free vacations.
Cruise lines are always on the prowl for experts on sub-
jects ranging from the serious to the offbeat. Topics in
demand include health, show business, foreign affairs,
astronomy, animals, money, golf, cooking, history, ship-
wrecks and genealogy. You may also earn free passage
if you can step in as an arts-and-crafts instructor, dance
teacher, bridge-tournament director or computer
instructor. Cruise ships also look for older single gen-
tlemen who can dance with women traveling alone.

If you're chosen as a speaker, you'll receive free pas-
sage for yourself and a guest. In exchange, you'll likely
be expected to give two to four presentations, depend-
ing on the length of the cruise. For wannabe speakers,
there are plenty of seagoing engagements. “With pre-
mium lines such as Celebrity and Princess adding full-
blown enrichment programs to their entertainment
lineups, the number of opportunities has gone through
the roof,” says Lynda Davey of Sixth Star Entertainment
& Marketing, in Fort Lauderdale, Fla., which places
thousands of speakers aboard cruise ships each year.

Getting Onboard

Interested in talking your way into a free vacation?
Here’s what you need to know:

Try a booking agency. Your odds of success are better if
you have a booking agency to represent you. These
firms prescreen potential speakers, which is why cruise
lines prefer hiring talent through them. Agencies typi-
cally ask a prospective speaker for a bio, speech refer-

ences and a taped speech. Try Sixth Star Entertainment &
Marketing (954-462-6760; www.sixthstar.com) and To Sea
With Z (305-931-1026; www.toseawithz.com).
Approaching cruise lines directly is dicier. Chris
Jurasas, manager of cruise programs at Celebrity
Cruises, says the cruise line rejects 90% of the inquiries
it receives each week.
Expect to pay some expenses. Typically, you'll pay airfare
to reach your ship,
al-though cruise
lines sometimes
pick up the tab
if you’re booked
for back-to-back
cruises, it’s a last-
minute hire or
you're a hot item.
If you are booked
through an agency,
expect to pay a
daily fee of about
$50, which covers
you and a guest.
Don't be a bore.
Whatever your
topic, you need to
be entertaining.
Don’t overload
people with too
much informa-
tion. “I can’t get
up and do a dry
lecture on learn-
ing theory. Pas-
sengers would fall asleep or run to the buffet table,”
says Chernow, who wrote The Sharper Mind: Mental
Games for a Keen Mind and a Foolproof Memory (Prentice
Hall Press, $14).
Practice. If you're unaccustomed to public speaking or
lack polish, spend a few months learning how to engage
an audience by joining Toastmasters International.
For a branch near you, call 949-858-8255, or visit the
nonprofit’s Web site at www.toastmasters.org.
Learn to dance. Cruise lines need charming bachelors
between the ages of 40 and 75 to dance with single
women passengers. You may also be asked to attend
cocktail parties, play bridge or act as a tour escort.

When not dancing at sea, Tony Leon
enjoys sharpening his skills by competing
in tango tournaments.
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TRAVEL AND LEISURE

Newfoundland Discovered

HE OUTDOOR PLEASURES of Newfound-

land are most accessible during the three

glorious months of June, July and August.

Although some snow remains all summer in
the high mountains of Canada’s easternmost province,
by June most of it has melted into the island’s streams
and majestic fiords. Residents in the lively seaport
capital of St. John’s keep a lookout for pods of migrating
humpback whales as they glide among glistening ice-
bergs. And millions of birds flock to the rich feeding
grounds off the
coast. Summer in
Newfoundland is
an exhilarating
experience, and it’s
only about a three-
hour flight from
Toronto or New
York City.

A Storied History
Newfoundland is
an Ohio-sized
island composed
mostly of scattered
picturesque fishing
villages and vast
stretches of wilder-
ness and rocky
coastline. The pop-
ulation is about =
half a million. Despite its remote location, the island
has played an important role in Western history.
Vikings from Iceland and Greenland landed here about
1,000 years ago and built the first European settlement
in North America, the village of L'Anse aux Meadows,
on the opposite end of the island from present-day St.
John’s. A re-creation of that sod-hut village now lies
adjacent to the grassy mounds of the original site. (The
historic site is a 12-hour drive north from St. John’s
along Highway 430, also called the Viking Trail.)
Despite scattered early settlements, European coun-
tries took little interest in Newfoundland until they
discovered the cod-rich Grand Banks. Soon, fishing
fleets from France, England, Spain and Portugal were
competing for the best fishing areas. Newfoundland’s
early Basque settlers may have provided the maps used
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by 15th-century explorers, such as Christopher Colum-
bus and John Cabot, the Italian-born English explorer
who gave the island its current name. (Overfishing has
depleted the Grand Banks fisheries, and there’s now a
moratorium on commercial cod fishing.)

For over a century, Britain and France fought for
control of the fishing grounds around Newfoundland.
In 1713, Britain assumed sovereignty over the island.
But only in 1949 did it become Canada’s tenth
province, after Newfoundlanders voted for confedera-

From left, clockwise: Get close up to more than 17 types of whales
that migrate along the coast; hike along the island’s rugged-yet-
breathtaking shores; or take in the city view from Cabot Tower.

tion. Today, the two small islands of St. Pierre and
Miquelon, which lie 15 miles south of south-central
Newfoundland, are all that remains of France’s holdings.
When in Newfoundland, consider taking the two-hour
boat trip from the mainland to one of these islands to
enjoy the cafes and shops.

The Charms of St. John’s

The provincial capital of St. John’s manages to be both
a lively modern city, with a vibrant arts scene and side-
walk cafes, and a charming old fishing town, whose
oldest streets are lined with colorful row houses. Resi-
dents take particular pride in the city’s parks. In warm
weather, Bowring Park, located on the west end of town,
is a popular hangout. The park’s flower beds are filled
with colorful blossoms, making it a pleasant place to



stroll and view various statues. The most famous is one
of Peter Pan, commissioned by Sir Edgar Bowring in
memory of his godchild Betty Munn, who died in an
offshore shipwreck in 1917.

Perched on a hill overlooking the city’s harbor is the
Signal Hill National Historic Site, which served as a military
lookout under both the English and French. The last
land battle of the Seven Years’ War between the two
nations took place here in 1762. Signal Hill is also
where Italian engineer and inventor Guglielmo Marconi
received the first transatlantic radio message from Eng-
land in 1901. An exhibit on Marconi and his wireless
telegraphy is housed in Cabot Tower.

While in St. John’s, be sure to watch the sunrise
from Cape Spear, the easternmost point of the continent.
This coastal park is a seven-mile drive from the central
downtown area. As day breaks, you'll be able to see
seabirds feeding in the ocean beneath the sheer cliffs.
You may even catch a glimpse of some whales.

Witness the Great Migrations

St. John’s is a great place to observe icebergs of all sizes
and shapes. Each summer some of them drift into

the harbor and can be seen from the city’s high points.
Between 10,000 to 30,000 icebergs pass Newfound-
land’s coastline on their way south each year. You're
likely to spot schools of migrating whales alongside the
icebergs. More than 17 types of whales can be observed
in the island’s coastal waters, including fin, pilot, minke
and sperm whales. The waters also host some of the
world’s largest congregations of migrating humpback
whales. If you want to see both migrating whales and
icebergs, schedule your visit between mid May and the
end of June. Guided boat tours cost $25 to $35 per
person.

Newfoundland is also a bird lover’s paradise. More
than 340 species, from songbirds to raptors, have been
seen on the island. During the warmest months, some
35 million seabirds stop over to feed and rest. One
of the best places to see them is 30 miles south of St.
John'’s at the offshore Witless Bay Ecological Reserve, one
of the world’s largest breeding grounds for Atlantic
puffins. Cape St. Mary Ecological Reserve, located in the
southeastern part of the province—a two-hour drive
from St. John’s—is the southernmost nesting site for
birds such as gannets and the penguin-shaped murres.
The reserves are also a great place to watch whales.

A Geological Wonderland
A trip to the west side of the island reveals another
aspect of Newfoundland. Gros Morne National Park has

dramatic cliffs, waterfalls and deepwater fiords created
by continental drift, glaciers, earthquakes and volca-
noes. While in the park, be sure to visit the Tablelands
area, where massive rocks have been thrust through the
earth’s surface by the slow subterranean movement of
gigantic tectonic plates. Then head to Bonne Bay, a
magnificent fiord nestled between spruce- and fir-tree-
covered mountains that splits the park in two. As you
explore the park, you may spot black bears, arctic hares
and red foxes.

Newfoundland Tours

A number of well-known travel companies are offering
tours of Newfoundland this summer. The trip prices
below are based on double occupancy and do not
include airfare to St. John’s. (Several major airlines con-
nect to the capital. Continental Airlines has a daily
direct flight from Newark, N.J., to St. John’s. Other
airlines usually fly to St. John’s through Toronto

or Montreal.)

Elderhostel (877-426-8056; www.elderhostel.org) offers
two tour programs: a ten-day general tour of New-
foundland and the neighboring province of Labrador
($2,180) and a seven-day “intergenerational” tour
geared toward kids ($1,312).

Globus (866-755-8581; www.globusjourneys.com) has a 13-
day road-and-cruise tour that visits most major tourist
sites in Newfoundland, Labrador and Nova Scotia. The
cost is about $1,800.

Wildland Tours (709-722-3123; www.wildlands.com), an
outfitter based in St. John’s, offers tours exclusively of
Newfoundland. You can take an eight-day road-and-
cruise tour ($1,900) or a seven-day tour on which you
help marine biologists gather data for whale research
($2,095).

This year, travel company Abercrombie & Kent isn’t
offering package tours of Newfoundland. However, you
can use its Private Journeys program to develop a cus-
tomized itinerary for your trip. For details, contact an
agent at 800-554-7094 or www.abercrombiekent.com.

For More Information

n excellent companion for your trip to Newfound-

land is Moon Handbooks: Atlantic Canada (Avalon
Travel, $20). The book is packed with information
about the island’s history, natural sites, entertainment
and accommodations.

The Newfoundland tourism office can also help you

with accommodations, outfitters and charters. Call
800-563-6353, or visit www.gov.nl.ca/tourism.
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TRAVEL AND LEISURE

Becoming a Late-in-Life Activist

IVE YEARS AGO, Brigitte and Anthony
Castellano’s daughter died in a head-on colli-
sion with a drunken driver. Six days later, the
Castellanos were dealt a new blow: A New
York state judge granted custody of their five-year-old
grandson, Jordan, to his father, even though the boy
and his divorced mother had been living with the
Castellanos in Wading River,
N.Y., since he was an infant and
the couple had helped raise him.

After dismissing her as “just
the grandmother,” Brigitte says,
the judge turned Jordan over
to a father whom the boy barely
knew only days after he had
watched his mother die. In cus-
tody cases involving a biological
parent, “Grandparents’ rights
are up to the whim of the judge,
and even the child’s best inter-
ests aren’t always considered,”
says Brigitte.

Outraged at the court’s deci-
sion, the Castellanos banded
together with other grandpar-
ents to form the National
Committee of Grandparents for
Children’s Rights. Brigitte, a
60-year-old retired technical
writer, became the group’s exec-
utive director. Today the organi-
zation, which has chapters in
every state, lobbies legislatures
about grandparent custody issues and visitation rights.
Last October, the group won its first victory in New
York. A new state law, which took effect last year, gives
grandparents more leverage in custody cases if their
grandchild has been living with them for at least 24
months. Although the Castellanos won’t benefit from
the law (their grandson lives in another state), New
York judges are now required to consider the child’s
best interests rather than automatically granting cus-
tody to the biological parent.

Thundering Hoofs

As retirees live longer, healthier lives, they're delving
into advocacy work like never before and, like the
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Brigitte Castellano’s experience with her grandson
spurred her to start a national grandparents group.

Castellanos, many fight for causes that affect them per-
sonally. “Today’s seniors see things either in their com-
munities or nationally that they don’t like and have the
time to change,” says Patti Reilly, a spokesperson with
the Alliance for Retired Americans. Of adults ages 50
to 75, 56% said civic engagement would play at least a
“fairly important” role in their retirement, according to
a 2002 survey by Civic Ventures,
a group that encourages retirees
to contribute to society.

That activism ranges from
prodding local leaders to install
a stop sign at a dangerous inter-
section to lobbying Congress
for more affordable prescription
drugs. Because senior voter
turnout is higher than any other
age group, seniors are dispropor-
tionately powerful. In the 2000
elections, people age 65 and
older cast 25% of the votes
although they made up only
12% of the U.S. population.
And with the oldest baby-
boomers just six years away from
turning 65, political scientists
and civic activists expect older
Americans to become even more
influential because boomers
have already demonstrated that
they’re willing to flex their
political muscle. “The baby-
boomers are the elephant in the
room, and you can hear the thundering hoofs,” says
Bill Lamb, associate director for public service at the
University of North Carolina’s Institute on Aging.

Finding a Voice With Other People
Phoning or writing your representatives and voting are
ways you can make your views known, but at some
point you'll need to find like-minded people to truly
effect change. Whether you want tougher environmen-
tal laws or more funding for Alzheimer’s research, you're
likely to find an advocacy group for your cause.

Most groups have local chapters that welcome vol-
unteers. The Encyclopedia of Associations, which you’ll
tind in any public library, lists more than 135,000



nonprofit membership organizations worldwide by sub-
ject and offers a description of each group and contact
information for its national headquarters.

Searching the Web or joining a local senior citizens
group can also put you in touch with the right people.
That’s how Genevieve Cervera, 65, discovered an array
of organizations where she now volunteers. By search-
ing online, she found a group that lobbied local leaders
to fund public libraries and learned more about John
Edwards’ presidential campaign, which she volunteered
for during the Towa caucuses last year. The Joint Public
Affairs Committee, a senior advocacy
group in New York City, led her to Citi-
zen Action, a national organization that
educates and mobilizes voters.

As a volunteer at a Florida polling
place, Cervera witnessed firsthand the
voter confusion over the ballots in the
2000 election and vowed to change
things for 2004. She moved back to her
native New York City last year and before
the election spent her Saturdays with
other Citizen Action volunteers knocking
on doors in low-income Philadelphia
neighborhoods to register and educate
voters. “I told them what happened in
Florida and why their vote mattered,” she
says. It was tedious work, but she signed
up about one out of every ten people she
talked to. “Every time you go out, you get 100 new
voters, and that can make the difference in an election.”

Create Your Own Advocacy Group

If you can’t find an organization that shares your views,
start your own. Sumner Emery, 82, was enjoying his
20th year of retirement in 2003 when he became con-
cerned about the growing number of regional phone
companies that were eliminating or reducing health-
care benefits for their retired employees. Emery, who
lives in San Diego, had been a division manager with
Pacific Bell, which SBC bought out in 1997. Bell
retirees like Emery had no ties to the new management,
which had a reputation for watching the bottom line.

Concerned that SBC might be next to slash retiree
health-care benefits, Emery formed the TelCo Retirees
Association last year just as SBC began shifting more
costs of its prescription-drug plan onto retirees.

By e-mailing retired colleagues, who then e-mailed
others, and by advertising in local newspapers, Emery
built up the association, which has 3,000 retiree mem-
bers from the two companies. He also passed around

T oday’s seniors
see things in
their own commu-
nities or nationally
that they don’t like
and have the time to
change, and most say
civic engagement
will play at least a
fairly important role

in their retirement.

the collection hat, raising about $3,000 to file the
paperwork for nonprofit status and to buy SBC stock in
the association’s name.

TelCo, with Emery as president, has a two-pronged
strategy for protecting the benefits that former employ-
ers once promised members. On the legislative front,
TelCo lobbies state and federal representatives through
letter-writing campaigns to hold companies account-
able for the promises they made. Holding SBC stock
and having members who also own stock is TelCo’s
reserve weapon. In the boardroom and at the company’s
annual meetings, TelCo plans to use its
voting power to beard the lion in its den
should SBC ever decide to reduce retiree
benefits again.

Put a Human Face on an Issue

The most effective advocates are those who
have a compelling story to share about
why a particular law should be amended
or passed. Many advocacy groups will
groom you for a public-speaking role if
you're willing to testify in front of legis-
lators or talk to reporters. Some groups
even give their volunteers free workshops
in advocacy skills.

The Illinois Association of Area Agen-
cies on Aging, for instance, conducts such
workshops for caregiver advocates. Classes
are designed to teach students through role-playing and
mock testimony how to share their stories with legisla-
tors and the media. “You have to put a human face on
the issues,” says Mike O'Donnell, the executive director
of the East Central Illinois Area Agency on Aging. For
example, a recent graduate of one of his classes became
a volunteer ombudsman for nursing-home residents.

It was her way of giving back to the community after
her mother’s death, says O’Donnell. For information on
classes in your state, call the National Association of
Area Agencies on Aging (202-872-0888) and ask for
Sandy Markwood.

In New York, grandmother Brigitte Castellano
shared the story of her grandson with elected officials
and convinced them that the state needed a law to
uphold grandparents’ custodial rights. Every other
week for more than a year, she went to Albany to speak
with legislators and even testified before them. Castel-
lano used to be uncomfortable speaking in front of peo-
ple. Now it doesn’t bother her at all. “I'm so passionate
about this that I have no fear,” she says. “And nothing
can hurt me anymore.”
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GUEST COLUMNIST

A Son Struggles to Make the Right Decisions

His father’s living will offered black-and-white answers, but in the end failed as a guide.

OR ALL THE GOOD they are capable of,
living wills also have a disturbing potential
to confuse more than clarify. Last month, I
started the story of how end-of-life planning
went from theory to harsh reality for my father and me.

After several years living as a paraplegic from a rare
spinal disorder, Dad suffered a hemorrhagic stroke.
During his long recovery, he developed kidney trouble
and a raging infection that put him in a coma. The
doctors at an Arlington, Va., hospital were able to sta-
bilize him, but he showed no signs of waking up.

I held Dad’s health-care power of attorney and thor-
oughly knew his wishes. Soon, the doctors began to
press me on whether I would approve an artificial feed-
ing tube so Dad could get some nutrition. This was a
decision with dire implications because it went to the
heart of what he always feared—being kept alive only
by tubes. I was determined to give Dad every opportu-
nity to recover, and the doctors said he was reaching
the point where nourishment was critical. Without it,
they said, he wouldn’t have a chance.

In his living will, worded in a format from another
hospital, Dad was clear that he would approve a wide
range of short-term medical measures. But he did not
want artificial feeding if he was in a “terminal condi-
tion” or a “persistent vegetative state” and had little
hope of recovery. I asked the doctors whether he fell
into either category. They refused to say. The problem
was that Dad was suffering from a variety of ailments,
none of which alone was necessarily fatal. The doctors
believed the combination might kill him, but no one
could say for sure.

If I knew the feeding would be temporary, the deci-
sion would have been easy. But I was deeply afraid of
the consequences if Dad did not come out of his coma.
We would then be in the very situation he most dearly
wanted to avoid.

There was no way for me to know in advance what
the outcomes of any decision I made would be. All I
could do was educate myself on the medical, ethical
and religious aspects. I prayed constantly and spoke to
anyone who I thought could offer a worthwhile opin-

Joe Mianowany, a writer in Arlington, Va., is working on a
book about his last five years with his father.
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ion. In the end, all those
efforts paid off.

I contacted a neurologist
at Johns Hopkins Hospital
in Baltimore whom my
father had seen for his
spinal condition, and I
learned something that the
doctor himself admitted
seemed counterintuitive.
In some cases, he said,
patients need a reason to
wake up, and the desire for
nutrition was a stimulus
that could bring them
back to consciousness. In
other words, he thought
Dad’s best chance might
be for him to get hungry
enough to wake up. I told
the Arlington doctors to
hold off on feeding tubes.
Within the next several
days, Dad started to stir. Soon he was sitting up, talking
and eating. One doctor called him “Superman.”

I'll never know why Dad awoke. It might have hap-
pened even if we had started the feedings. But what was
indisputable was that he had left specific instructions
about what should be done if he could not decide for
himself—and those instructions by themselves had
turned out to be too simple for the situation that devel-
oped. Most troubling was the realization that adhering
strictly to the wording in the living will could have
produced the opposite of what my father intended.

T also learned that giving your health-care power of
attorney to someone who knows you intimately is the
best way to ensure that your wishes will be honored.

I would like to write a happy ending to this story,
but in the weeks that followed, Dad developed unre-
lated complications. His body seemed to be simply
breaking down, and he passed away quietly several weeks
later. Even though we went through a few more twists
and turns, I am thankful I never had to make decisions
about his care that would have haunted me for the rest
of my life.

Joe Mianowany
4 dhering
strickly to

the wording in

my father’s living
will could have
produced the
opposite of what
be intended.






