
oremost, we have learned
that asset allocation works.
Next, we have learned what
doesn’t work: market timing.

When the textbooks tell us that asset
allocation accounts for more than
90% of the outcome of an investment
portfolio, we believe that’s correct.
And, our experience over 31 years 
of investment management forms the
basis of our opinion. Investors are well
advised to depend upon what, in 
simplified version, people refer to as
“diversification.” However, the most
sophisticated version of diversification
is asset allocation. That means the
investor uses all of the appropriate
asset categories in order to structure
the portfolio for the desired reward
and risk outcomes. It requires having
the right tools and it requires knowl-
edge and experience, but properly
done asset allocation is, based on 
our experience, the only right way 
to manage investments. And, that
methodology implies that the investor
stays fully invested through all time
periods, the good and the bad. 

By contrast, market timing theo-
ries suggest that somehow an investor
can know – in advance – when mar-
kets are going up or down. As a result
of that supposed “knowledge,” the
investor can remain invested during
good market periods and remove
money from the markets prior to 
or at the beginning of down periods.
Sounds very attractive, but there is no
evidence that this can be done. In fact,
there is considerable evidence that

F
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mistaken attempts to time markets
often result in missed opportunities
and a reduction in the rate of return vs.
that available by remaining fully invest-
ed. We teach all of this and more in
our adult financial education courses
taught through the University of
Pittsburgh and for corporations spon-
soring this benefit for their employees. 

Here is our summary of good and
bad investment management strategies.
First, the good. Create a complete
financial analysis and a comprehensive
financial plan before investing and
before making any important financial
decisions. This will define the asset
allocation model that you should use
based on your financial objectives. Use
asset allocation, and stay fully invested.
Coordinate all of your financial 
decisions, your insurance program 
and your estate planning based on 
the analysis and plan you’ve created.
Finally, have all of your professional

…properly done asset 

allocation is, based on 

our experience, the 

only right way to 

manage investments.

continued on page 4

OUR OFFICES
OUR BRANCH OFFICES

We experimented over the last three
years with branch offices for your
convenience. On purpose, we tried
a populated office in the South
Hills and a non-populated, meeting
office in the North Hills. In part,
this was spurred by the long-term
closing of the Fort Pitt Tunnel. 
We found that the convenience of
meeting in a suburban office was a
benefit to our clients and prospec-
tive clients.  We also found that
there is no benefit to having the
office populated with full time
employees. The true benefit comes
when the client can meet with his
or her financial consultant in a con-
venient setting. Finally, our systems
work more smoothly when all per-
sonnel supporting your financial
consultant are housed in our down-
town headquarters office rather
than dispersed into other offices.
So, happily, you will retain the con-
venience of South Hills and North
Hills meeting offices along with the
ability to meet downtown.

The South Hills office will be
moved two doors away from its
present location at year-end. This
will eliminate the parking conges-
tion problem that you’ve encoun-
tered at our current location. Our
North Hills office will also move a
couple of blocks away at year-end
so we can have more space available
for client meetings.

Securities offered through Linsco/Private Ledger Member NASD/SIPC
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f the dry cleaner ruins your suit
and does nothing to try to retain
you as a customer, you switch dry
cleaners, right? Why? Because as 

a customer of that establishment, you
expect and deserve good service.

Dealing with the service provider of
your company retirement plan is no dif-

ferent, though
the signs may
not be as overt
as an ink stain
on a pocket. 
It may take an
investigation
of other 
problems to
identify lack-
ing service as
the culprit.
Here are three
telltale signs
that you may
not be getting

all that you bargained for, and it’s time to
conduct a retirement plan review.

If you’re a business owner or HR
professional, it’s only natural that employees
will seek you out as a resource on 
questions regarding their retirement 
plan. And, to a certain extent, that is
your responsibility. The line can become
blurred though, when you’re, a) put 
in the position to respond to questions
you’re not qualified to answer, b) asked
for your “opinion” about investment
choices, c) questioned as to the reason
certain investments performed the way
they did, d) compromising productivity
in other areas of your job due to the sheer
number of inquiries on the topic.

These scenarios fall over that blurred
line and out of your realm of responsibili-
ty. In fact, in certain cases you may be
putting yourself at increased risk for 
liability in answering these questions. 

SIGN #1: You’re bombarded by 
questions from your employees about     
the plan.

SOLUTION #1: Seek employee 
financial education at once.
Clearly, in situations like this, the partici-
pants haven’t been properly educated.
That’s not your fault. Education for your
employees is part of what you bargained
for, and if you’re not getting it, at least
annually, or are not satisfied with it,
you’ve got your first sign that you should
be expecting more. ERISA section 404(c)
mandates that employees be properly
educated, and after all — you’re paying
for it in the form of certain plans and
fund expenses.

A good education program goes
beyond distributing mutual fund fact
sheets. It engages the participants to 
consider the impact of the benefit you’re
providing for them, and provides the
tools to enable them to use it most 
productively. As employees are made
more aware of how to use the benefits,
it’s a win for the company as a whole. 

If participants don’t know where to
go for help, or how to access appropriate
information either online or on the 
telephone, they won’t get the answers
they need. The result, in many cases, is 
a decline in participation rate, and 
distraction at work due to stress over
financial considerations.

SIGN #2: You’re plan’s participants
seem dissatisfied with the service 
they receive from the provider.

SOLUTION #2: Demand responsive
contacts for your employees.
When shopping for your next plan,
ensure that the service provider furnishes
clear and concise instruction to you and
to the participants as to the levels of service

they can expect, and who to contact for
what. Doing so should alleviate the work-
load on your HR department, and if
properly provided, increase participation. 

With last year marking the third year
of the bear market in US Equities, it’s to
be expected that retirement plan balances
will follow suit and decline as well.
However, as a fiduciary, you are entitled
and responsible for knowing why certain
investments have been chosen for your
plan. Additionally, you should be made
aware of the methodologies behind your
service provider’s investment selection
and be assured of regular screening.

SIGN #3: You get infrequent     
updates about the investments 
selected in the plan.

SOLUTION #3: Conduct a 
fiduciary review.
Hold a meeting with your service
provider to gain an understanding as to
the nature of the fund selection process.
Determine with him or her whether there
is appropriate representation of necessary
sectors and market capitalization within
equity funds and appropriate diversifica-
tion among various quality, yield and
duration choices in fixed income funds.
Ensure that there isn’t excessive “overlap”
of fund types, managers, or underlying
investments.

For more information on
conducting a complimentary review of
your retirement plan, or an employee
financial education session at your 
company, please contact Nicole Cavoti 
at nicole_cavoti@fragassogroup.com or 
call her at 412-227-3205.

I
Signs that You Should be Expecting More 
from Your Company Retirement Plan Service Provider

Nicole Cavoti
Financial Consultant 

- Corporate
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nternational conflicts, corporate
scandals, and bear markets have
created a climate of uncertainty for
many investors over the past few

years. With so many questions, how can
one make any decisions regarding their
finances, let alone the right ones? The
answer lies in education. By educating
oneself about financial principles and
how they relate to today’s economic 
climate, one can more readily make
important decisions regarding his or 
her financial security. 

Over the past three decades the
Fragasso
Group has
worked to
provide finan-
cial planning
education to
the public
through their
affiliation with
local universi-
ties, corpora-
tions, and
organizations.
The classes
provide atten-
dees with

invaluable information about retirement
planning, estate planning, debt, educa-
tion funding, stocks, bonds, asset alloca-
tion, and many other topics that relate 
to your financial situation. As part of
class, each participant has the option of
creating his or her own financial plan. 

For many of you, this is not news.
You may have already taken advantage 
of one or more of our seminars and have
benefited from it. There is no need to
keep that a secret. You can help family
members, friends, and colleagues find
their way towards financial security just
by encouraging them to attend one of 
our seminars through the University of
Pittsburgh’s Learning Solutions. They’ll
thank you for it later. 

These courses also allow attorneys,
CPAs, Human Resource and Insurance

professionals earn continuing education
credits while they learn information perti-
nent to their life’s goals. 

To register, call the University of
Pittsburgh at (412) 648-2560 or register
online at www.solutions.pitt.edu.

Financial Life Goals Workshop 
(3 Sessions) 
A Workshop for Those in Their
Asset Accumulation Years

This all-inclusive workshop presents
basic financial "text book principles" and
up-to-date information about financial
tools available to help you meet your
financial goals. Whether your particular
life objectives are education funding, 
buying a house, career change, retirement
security or estate planning, this course
offers a hands-on approach to planning 
a rewarding financial future.

Discussion of all investment oppor-
tunities is covered, along with the proper
methods for evaluation, selection and
monitoring of those investments. This
course includes a section on education
funding, financial planning in divorce,
and a thorough presentation on insur-
ance, helping you determine or re-evalu-
ate your level of need for the various
types of insurance: life, disability, property/
casualty, and long term care.

Personal and corporate retirement
plans, Social Security benefit issues, and
inheritance tax issues are covered as well.

Bethel Park High School: 3 Mondays:
October 20, October 27, November 3;
6:30 – 9:00  PM

Can You Afford to Retire?
(3 Sessions)
A Workshop for Pre-Retirees

A financially secure retirement is within
the reach of most, if we effectively use the

I
Navigating Through Uncertain Times

Lauren LaManna
Manager, Marketing

and Seminars

tools available to us and plan strategically
for our full retirement needs. Meant for
people considering retirement in the next
5 to 15 years, this class can help students
anticipate all their retirement needs.
Further, it promotes the proper planning
methods to address and meet those needs
for the full length of retirement. 

Featured sections include overcoming
the effects of inflation, protecting invest-
ments from taxation, protecting invest-
ments from taxation, preventing erosion
of assets due to long term care expenses,
and a through discussion of insurance and
estate planning. 

University of Pittsburgh, Oakland 
campus: 3 Wednesdays: October 1, 
October 8, October 15; 6:00 –  8:30 PM

Sewickley Public Library: 3 Thursdays:
October 16, October 23, October 30;
6:00 – 8:30 PM 

Bethel Park High School: 3
Wednesdays: October 29, November 5,
November 12; 6:30 – 9:00 PM 

Financial Security During
Retirement (3 Sessions)
A Workshop for Retirees

Meeting retirement goals and maintaining
financial security throughout your life-
time requires careful planning and the
application of specific financial manage-
ment strategies. Retirees who plan effec-
tively can more likely assure a financially
comfortable, full retirement.

This course covers all the important
financial strategies that are critical
throughout retirement, and arms the
retiree with information and tools to
combat inflation, minimize taxation, and
maximize the strength of one’s portfolio.

Students will also be asked to consid-
er the non-financial aspects of retirement,
such as self-image, use of time, and 
housing choices.

continued on page 5
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he Pittsburgh Post Gazette on
Sunday August 10th ran an
article on the front page of
their business section about 

a subject that has been getting a lot of
attention lately. The title of the article
was “Will 529 finally shine?”  For those
who did not have a chance to read the
article, the article examined the education
savings plan called the 529 plan. The arti-
cle pointed out both negative and positive

points. I have
summarized
some of those
points and I
added some
comments and
thoughts.

Since the
inception of
the 529 pro-
gram we at
the Fragasso
Group have
been big sup-
porters of the

plan and continue to be, even when con-
sidering the potential drawbacks.

1) A lot of talk about the 529 revolves
around the supposition that tax-free
withdraws may end in 2010 when
the most recent tax law changes are
repealed. This may or may not 
happen, keep in mind that tax laws 
are constantly changing and evolv-
ing. Worry about the tax laws that
apply today and invest accordingly.
With this in mind the 529 is an
excellent opportunity for higher edu-
cation savings.

2) The second point that was men-
tioned several times is that 529 plans
can only be used for post-secondary
education (anything beyond high
school). This is true and this is where
understanding a family’s education
needs comes into play. Only those
planners who do comprehensive
planning can fully determine how

appropriate the 529 plan is. Part of
the question of the 529 plan "shin-
ing" is subject to the usage restric-
tions. If there is a case where money
is needed for education before college,
then the 529 may not be the most
appropriate pre-funding vehicle.

3) A third point of the article, and an
alternative portion of the 529 plan, 
is TAP, the Tuition Account Program,
where an individual can buy college
credits for use down the road at
today’s cost. Besides the restrictions
on growth (your growth is only that
of the inflation rate of college 5 –
8%) the Pennsylvania program has
an estimated deficit of $26.5 million
dollars. We encourage clients to shy
away from the TAP programs. By
contrast, even if the tax rules 
governing your 529 change later,
those funds are yours and no one 
can take them away. A state program
that is nearly $27 million in debt
could go away in the blink of an 
eye (Like the Great Race).

For many investors wishing to save
for their child’s college education, the 529
plan is one of the best investments avail-
able, but there are some considerations 
a person should weigh before making a
decision. 529 plans must be funded with
cash which may be a limiting factor for
some people wishing to gift appreciated
securities into an education account. The
stocks or funds must be sold, the gain
recognized and then placed in the 529
account. But, offsetting that problem is
the much lower capital gains tax rates we
now enjoy under the new tax law. Those
who currently have UTMA (Uniform
Transfer to Minors Accounts) and wish
to convert them to 529 accounts can do
so, but there are guidelines that must be 
followed. The first is that the child must
realize the capital gain (but likely only 
at a 10% capital gain rate) at the time of
transfer. The donor must name the same
child to be on the new account and,

finally, the child gains title of the account
at age 21, like with the original UTMA.
Those who have a Coverdell Education
Savings Account (Education IRA) can
also transfer their education IRA into a
529 plan and receive the full advantages
that the 529 plan offers.

This is a brief overview of the 529
plan that is finally starting to get some
real press. For further information please
fell free to contact me at (412) 227-3241
or your financial consultant at the
Fragasso Group.

T
529 Plans Analyzed

Kevin Daeschner
Financial Consultant

advisors work together on your
behalf. This includes your financial
planner, insurance professional,
accountant and attorney. Now, the bad.
Attempting to time market movements
and making heavy sector bets are poor
investment strategies. An over-weight-
ing of technology and telecommunica-
tions in the late 1990s would be an
example of this mistake. Of course, you
know now not to do that. But, how
heavy are you over-weighted in today’s
favorite sectors? Asset allocate using 
all appropriate sectors, not just the 
currently hot ones. Today’s out of 
favor sector often becomes tomorrow’s
good performer. 

Finally, and we say this with your
benefit in mind, choose the right 
financial planning and professional
investment management team. 

We sincerely believe that, if you
follow this textbook-driven advice, 
you will reap the benefits of market
recoveries and navigate safely through
the downturns.

What We Learned 
from the Bear Market
continued from page 1
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requires less earnings than on an after-tax
basis and the employee can purchase ben-
efits at a cheaper group rate.

In many cases, where the employer
pays none of the cost of the benefit and
the employee elects to participate in the
plan, various benefits can be offered to
employees at no cost to the employer and
the employer actually saves money. Thus,
fringe benefits can be offered to reward
employees and actually save the company
money at the same time.

The benefits permitted to be offered
under a cafeteria plan are:

• Group term life insurance 
up to $50,000

• Health coverage

• Medical expense reimbursements

• Dependent care benefits

In order to achieve the proper tax
status as a qualified plan various docu-
mentation and non discrimination rules
must be complied with. Therefore, it is
critical that the proper plan documenta-
tion, employee communication, and tax
filings be prepared. If you would like
more information regarding the benefits
of implementing or modifying a cafeteria
plan, please contact Rick Alfera at 
(412) 885-5045.

Navigating Through
Uncertain Times
continued from page 3

Finally, this course concludes
with sections on Social Security, long
term care, the new IRA distribution
rules, and estate planning.

University of Pittsburgh, Oakland
campus: 3 Tuesdays: November 4,
November 11, November 18; 
9:30 AM – 12:00 PM 

Retirement Plan
Management (3 Sessions)
A Workshop for Retirement 
Plan Sponsors & Fiduciaries

This course is designed for 
plan sponsors, fiduciaries, attorneys, 
benefits personnel, CPA’s, and HR
professionals. Course addresses 
fiduciary and ethical considerations
related to retirement plans. Focus 
on understanding practice standards
that apply to the "group" called 
fiduciaries. Discussion to include 
legal considerations in retirement
plan management and the resulting
liability for plan trustees and their
professional advisors. Requirements
under ERISA will also be discussed.
Other feature sections include basics
of financial planning, the importance
of education and the benefits of 
proper investment and retirement
plan management.

Bethel Park High School: 3
Thursdays: October 9, October 16,
October 23; 6:30 – 9:00 PM 

E-MAIL AND 
WEB SITE REQUEST

If you have never heard from us via
email it means that we do not have 
a valid email address for you in our
files. We prefer email to be the 
primary way to keep in touch with
you.  Please provide your email and
web site information so we can 
update our files. 

Email us at: 
fgi@fragassogroup.com

ue to the rising costs of
health care, many businesses
are considering the imple-
mentation of a cafeteria plan.

A cafeteria plan (also referred to as a sec-
tion 125 plan) is a tax qualified arrange-
ment that permits employees to choose
various fringe benefits by converting tax-
able wages into nontaxable benefits. The
plan also provides benefits to the employ-
er through reduced payroll taxes and a
reduction in the out-of-pocket costs relat-
ing to the fringe benefits offered to
employees.

In essence, a cafeteria plan permits
employees to choose among a number of
benefits and pay for them by foregoing
taxable compensation. For example,
assume that health insurance costing
$500/month is a desired benefit. The
employer has the option to pay for some,
all or none of the premium with the

remaining bal-
ance paid by
the employee.
If the employ-
ee is required
to pay 50% 
of the cost 
(a common
practice), 
$250 dollars 
of pre-tax
money could
be deducted 
from wages
and used to
purchase a per-
mitted benefit.

The employer would save employ-
ment taxes on the deduction as gross
wages would be reduced. Thus, an
employer could save 8-10% of the fore-
gone wages through reduced payroll taxes
on an annual basis. In addition, the
employer has effectively reduced health
benefit costs immediately by 50% due to
the cost shifting permitted by the plan.
The employee also receives a benefit as
purchasing benefits on a pre-tax basis

D
Cafeteria Plans

Rick Alfera, CPA,
MST, PFS

Wealth Management
Advisory Group, LLC     



inancial planning is all about
saving and investing for the
future. The primary goal is to
make sure you’ll have enough

resources for big life events, such as retire-
ment. It’s during those retirement years
that you will face what is known as your
“Required Minimum Distribution” from
your Traditional IRA accounts. (Note:
Required Minimum Distributions do not
apply to ROTH IRA accounts). You will

face this
requirement
for the first
time at age 
70 1/2, and
then you’ll
come across 
it again each
year going
forward.

The
annual pay-
ment you
need to take 
is calculated
each year
according to

IRS guidelines. If you take only your
RMD, the remaining account balance can
continue to grow on a tax-deferred basis.
Keep in mind, you can always take more
than the minimum – however, not taking
the RMD will result in a hefty penalty.

Here’s what you need to know in
order to determine your RMD. The
account balance at the end of the prior
year and the applicable factor correspon-
ding to your age in the IRS Uniform
Lifetime Table(right). If your 70th 
birthday falls during the first six months
of the year, your first distribution will be
calculated using the age 70 factor shown
in the table. If your 70th birthday occurs
during the second half of the year, your
first distribution will be calculated using
the age 71 factor. Now, suppose you
reach age 70 on January 24th and had a
prior year-end balance of $170,000 in

your traditional IRA. Simply divide
$174,000 by the applicable life-expectan-
cy factor of 27.4 years to determine that
your annual RMD is $6,204.38. Keep in
mind, your RMD needs to be recalculated
each year.

Frequently asked questions about
RMD’s include:

1) Is there an exception to using the
IRS Uniform Lifetime Table? 

Yes. If your spouse is your sole bene-
ficiary on January 1 of a distribution
year, and he or she is more than 10
years your junior, you may use the
actual joint-life-expectancy factor in
the IRS Joint Life and Expectancy
Table. The factors in this table are
based on you actual ages and will
result in a smaller RMD amount
than the RMD calculated using the
above chart.

2) What’s the starting date for
receiving RMD’s?

Although you may take your first
RMD by the end of the calendar
year in which you turn 70 1/2, you
can delay taking that first distribu-
tion until April 1st of the year fol-
lowing the year in which you turn
70 1/2. If you wait, you’ll have to
take two distributions in the same
year(the second one by December
31st). So you’ll want to compare the
benefit of leaving the money in your
account for as long as possible with
the tax consequence of taking two
distributions in one year. All 
subsequent RMD’s must be taken 
by December 31st of each year.

3) If I own several different 
IRA’s, must I take RMD’s from
each IRA?

No. Although you must calculate 
the RMD amount for each IRA, you
may add those amounts together and
take the total RMD from any one or
more of your IRA’s. 

4) Are RMD’s subject to income tax
withholding?

Yes. Federal income tax withholding
applies at the rate of 10% unless you
elect some other rate, or you elect
not to have withholding apply.

5) Can I reinvest my RMD’s?

Yes. You’ll owe any income tax due
on the distributions when you take
them, and you cannot roll the
RMD’s into another IRA or retire-
ment plan. But, you can keep your
money working in the same security
by transferring it to a personal, non-
retirement investment account.

F
What’s the Big Deal About 70 1/2?

Michael Fertig
Managing Director –
Sales and Marketing
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U N I F O R M  L I F E T I M E  T A B L E
Age Distribution Age Distribution 

Factor Factor

70 27.4 92 10.2
71 26.5 93 9.6
72 25.6 94 9.1
73 24.7 95 8.6
74 23.8 96 8.1
75 22.9 97 7.6
76 22.0 98 7.1
77 21.2 99 6.7
78 20.3 100 6.3
79 19.5 101 5.9
80 18.7 102 5.5
81 17.9 103 5.2
82 17.1 104 4.9
83 16.3 105 4.5
84 15.5 106 4.2
85 14.8 107 3.9
86 14.1 108 3.7
87 13.4 109 3.4
88 12.7 110 3.1
89 12.0 111 2.9
90 11.4 112 2.6
91 10.8 113 2.4
92 10.2 114 2.1

continued on page 8



f you would prefer not to receive
a monthly statement in the mail,
and view your statement on line,
that is now possible. In order to

do this, just sign up for Account View.

To access Account View, go to our
web site www.fragassogroup.com and
click on the link for Account View.
Follow the instructions to sign up. Once
you have access to Account View, click

on the tab
that says
“statements”.
There is a
drop down
menu where
you can
select which
month you
wish to view.
If you would
like to dis-
continue
paper state-
ments all

together, you can click on paperless
options and turn off your paper 
statements.

You will no longer receive state-
ments in the mail, but you can view
statements on line at your convenience.
The monthly statements are available
for viewing on line at the same time
that hard copy statements are mailed
from the printer. So, you will save
mailing time in viewing your 
statements.

If this feature is chosen, LPL 
will send you notification that your
statements have been turned off. The 
statements can also be printed on 
your home computer if desired. This
exercise can only be completed by the
client. The representative does not have
access to perform this function. 

If any questions, you can contact
Jacquie Llewellyn at (412) 227-3230,
or by e-mail at 
jackie_llewellyn@fragassogroup.com.

Less Paper

Page 7

Jacquie Llewellyn 
Administrative Assistant

I

n today’s challenging investment
environment, it’s critical to have
proven experts managing your
money, and to maintain a diversi-

fied portfolio. That’s why we are pleased
to introduce the Linsco Private Ledger’s

(LPL)
Optimum
Market
Portfolios, 
a new asset
allocation
account.

The
Optimum
Market
Portfolios
account 
provides three
key benefits:

Experience: The Optimum Market
Portfolios account is comprised of the
Optimum Funds, managed and distrib-
uted by Delaware Investments. The 
mutual Funds are sub-advised by leading
money managers such as Delaware, 
MFS, Scudder, and T. Rowe Price. 
Each fund is sub-advised by two leading 
money managers selected for both their 
complementary styles and demonstrated
asset class expertise.

Balance: Keeping your investments on
track is essential to your long-term 
strategy. The automatic re-balancing 
feature standard in the Optimum Market
Portfolios account ensures that your 
portfolio stays on the course that you
have chosen. This feature can occur up 
to four times per year.

Simplicity: The Optimum Market
Portfolios utilize independent, unbiased
research providing you and your Fragasso
Group advisor with a simple way to estab-
lish a professional asset allocation strategy
suitable to your risk tolerance. Asset allo-
cations have been determined by LPL’s
research department based on extensive

Christine Robinette
Financial Consultant

The Optimum Market Portfolios: 
Experience. Balance. Simplicity.

I analysis of asset class performance charac-
teristics and you choose from among five
asset allocation options.

We can work with you to choose the
overall mix of asset classes and investment
styles that makes sense given your time
horizon, risk tolerance, and financial
objectives. And if your needs change over
time, we can help you transfer your assets
into a different portfolio within the
account. Unlike the Strategic Asset
Management program, this type of
account can accommodate assets as low 
as $15,000.

In a time of rapidly changing finan-
cial markets, the Optimum Market

Portfolios account offers a powerful 
combination of benefits that can help
investors stay on track toward meeting
their goals.

Mutual funds are offered by prospec-
tus. Please contact Christine Rubinette at
(412) 227-3243 for a prospectus 
containing important information 
including charges and expenses. Read 
the prospectus before investing or 
sending money. 

*Source: “OMP Market Portfolio’s Disk”.
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Long-term care insurance is
growing in popularity. It has
become a featured product of
many insurance companies, and

more recently some investment compa-
nies as well. With other seemingly more
pressing needs in our lives, it is easy to
overlook or disregard altogether anything
that doesn’t have an immediate impact on
our financial situation. When people talk
about something like long-term care

insurance, we
tend to tune
out because
we’re too busy
worrying
about our
everyday lives,
educating our
children, sav-
ing for retire-
ment, or a
myriad of
other financial
goals. But
before you
write off 

long-term care insurance as unnecessary
or excessive, there are some important
points to consider. 

First, consider the cost of long term
health care, whether it’s in a skilled care,
rehabilitation, or nursing home facility. In
Pennsylvania, the average cost right now
for a yearly stay in a long-term care facili-
ty is around $55,000. The average stay
for a person in one of these facilities is
four years. The rate of inflation of these
costs is 5% per year. The cost is already
significant. Think about how much more
it will increase with the rising costs of
health care. And, consider that you are
more likely to need this type of care after
you are retired, meaning that you no
longer have earned wages and are relying
on a pension or retirement and personal
assets you have saved throughout 
your life. 

One of the perceptions that people
have is that there is some sort of govern-
ment support structure in place to pay for
this type of care. There is good news and
bad news with regard to that. The good
news is that Medicaid (federal money for
public health needs, administered by the
states) does ultimately cover nursing
home expenses. The bad news is that this
only happens after you have spent down
all personally owned assets. In other
words, you have to spend your money
first before the government “safety net”
applies. This could potentially undo all of
the hard work you have done to save for
retirement. 

There could effectively be very little
left for a surviving spouse or any other
dependents, and virtually no estate left to
pass along to your heirs. More bad news
is that Medicaid only pays for nursing
home care, so you have to go to a facility
if Medicaid is paying the bill. Another
point to consider is that when relying on
Medicaid, you are subject to the availabil-
ity of any facility that accepts Medicaid
patients. Many facilities prefer self-paying
(whether through long-term care insur-
ance or their own assets) as Medicaid
tends not to reimburse the facilities for
the full amount of the cost. This means
you go where there is an opening for peo-
ple relying on Medicaid. When you con-
sider the loss of personal savings and
assets and the effect it can have on your
family, along with the loss of control over
exactly where you may go and the quality
of your care, it becomes more apparent
that just letting the chips fall where they
may is probably not the best strategy.

These are the issues that long-term
care insurance addresses. There are several
goals that the long-term care contracts
attempt to achieve. One is the preserva-
tion of your own assets. This means being
able to keep, and preserve for your own
use, the money you have saved and
planned to use throughout your retire-
ment years. Another concern that can be
addressed with long-term care insurance
is the ability to have a choice over how

and where you receive your care. By
adding the option of home health care to
a long-term care policy, you give yourself
the choice between going into a facility
or having caregivers come to your home.
This feature is important, because loss of
choices or control is a serious concern for
people at any age, let alone in their later
years. If these issues seem important and
cause for concern, it’s because they are.
The wise thing to do would be to proper-
ly analyze your retirement needs and
assets, and use that analysis to come to 
a reasonable conclusion about the appro-
priateness of protecting your assets and
options with long-term care insurance. 
As your financial consultants, we would
be happy to help you with this process.

L
Thinking About Long-Term Care Insurance

Gregg Daily
Financial Consultant

6) What happens if I don’t take 
my RMD?

If you fail to withdraw the required
minimum distribution amount
each year, the IRS will penalize you
with a 50% tax on any amount
that should have been withdrawn
but wasn’t. For instance, if your
RMD is $3,000 and you withdraw
only $2,000, the IRS will assess a
penalty of $500.00 (50% of the
$1,000 shortfall).

To learn more about Required
Minimum Distributions and how they
affect your own situation, please call
your financial consultant at The
Fragasso Group. We are here to answer
your important questions.

What’s the Big Deal
About 70 1/2?
continued from page 6





COMFORT IN GRIEF

Good friend John Partilla dealt with
the tragic death of his college-age 
son by putting his photography skills
together with his love of nature. You
may find his photos meaningful to
you, and you can visit his site at
www.naturephotoscomfort.com

f you are receiving multiple monthly statements from Linsco/Private
Ledger, you can request that all of the statements for your household
be mailed in one envelope. All of your
accounts must have the same mailing

address in order for them to be eligible for
the combined
mailing, and 
all registered
account owners
must sign the
request. 

Combined Statement Mailing

I

Shelli Roach
New Accounts Specialist
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e recently found a lost dog in South Park. He
wore one of those cute dog bone identification
tags that contained the owner’s name and phone
number. The owner and his dog were happily

united as a result after the dog and his two new found canine
friends spent an hour playing in their backyard and sharing toast
ends with butter and orange marmalade.

But, here is a different story that is played out every day. 
A Good Samaritan doesn’t pick up the dog. Rather, it stands a
much better chance of being picked up by a municipal or com-
mercial dogcatcher. That animal control officer has no obligation
to contact the owner on the cute ID tag. The dog will be held
for 48 hours and then euthanized unless the owner canvasses all
possible dog control facilities and intervenes in time.

How to avoid this? Buy an Allegheny County dog license if
you’re a county resident. Or, buy one from your county if you

are not. Then, the control officer must notify you by certified
letter that your dog is in custody and you have 5 days from the
date of the letter to get there and ransom your friend.  Allegheny
County Treasurer, John Weinstein, has lead the public relations
battle on dog licensing, and has been recognized for his efforts.
His program is serving as the model for the rest of Pennsylvania.

Here is the license application. Cut or copy and use it. If
your animal is spayed and neutered (and it should be), the cost is
only $6. If not write a check for $8. Either way, it’s a small price
to pay to potentially save your pet’s life.

Mail your completed application and check to:
John K. Weinstein

Allegheny County Treasurer
Room 108, Court House

Pittsburgh, PA 15219

If you have questions on 
this licensing procedure, 
call Joanie Shively 
in Treasurer’s Weinstein’s
office at 412-350-6928.
She’ll give you all the help
you’ll need.

W
Save Your Dog’s Life



id you know that, in addi-
tion to the professional asset
management services provid-
ed by The Fragasso Group

in-house, we have access to over 90 insti-
tutional money managers nationwide?
Those outside managers can be used in
conjunction with The Fragasso Group’s
management of stocks, bonds, and mutu-
al funds to create a unique portfolio to
help you reach your 
financial goals. 

Both sponsored by Linsco 
Private Ledger (LPL), Strategic Asset
Management (SAM) is used to manage
our clients’ accounts on a fee-bases using
internal portfolio management resources,
while the Management Select program
offers the client access to more than 
90 institutional portfolio managers to

manage a 
portion of
your overall
portfolio. 
The Portfolio
Management
Department at
the Fragasso
Group then
monitors the
performance,
management,
and tax conse-
quences of
that account

and acts as a liaison between you and the
Manager Select advisor to ensure proper
ongoing management. The manager’s
reporting is integrated with our reporting

D
A Wide Range of Money Management Capability

to you on all of your accounts in your
annual and intra-year review meetings.

The institutional managers in the
Manager Select program represent over 35
investment styles and therefore provide
added levels of diversification and profes-
sional management for larger investment
portfolios. Most managers within the pro-
gram have a required minimum invest-
ment of $100,000 – so although available
to you as a retail investor, these institu-
tional level accounts are not appropriate
for everyone. 

Call your financial consultant at the
Fragasso Group to determine whether the
Manager Select is an appropriate way for
you to add diversification and institution-
al portfolio management to help you
achieve financial security.

Deborah Sales
Managing Director –

Operations

436 Seventh Avenue
Koppers Building, Suite 300 
Pittsburgh, PA 15219

Securities offered through Linsco/Private Ledger
Member NASD/SIPC
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