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The New Year lies before us like a spotless track of new snow.  As we 
review the events in our lives during the past year we see many blem-
ishes, some victories and some goals not completed.  A still small 
voice whispers within us, “here is a new year without any blemishes, 
do better now my child.” 
 

Enough philosophizing, let’s look at the results for 2019.  As we shared in our spring 
newsletter, Wall Street stock pros were expecting the S&P 500 Index to reflect a gain of 
up to 25% for the year.  It set record highs during the year and ended up with 29% gain 
as of December 31, 2019.  WOW!  The Federal Reserve actually lowered the prime rate, 
inflation was docile and the Mueller Report was a non-event. 
 
So much for the past year, let’s take a peek into 2020... 
 
• Compensation – A study by the Dallas Fed indicated that wage growth in 2019 was 

significantly higher for the average individual than the data presented by the Bureau 
of Labor Statistics.  The minimum wage increased by 8.2% in 2019 and is projected 
to increase by about 6.6% in 2020. 

• Employment – Continues at an all-time low of 3.5%.  This bodes well for wage in-
creases to continue. 

• Economy – Approximately 70% of Advisors expect the economy to remain strong, 
according to a survey by Investment News last month.  Lower taxes, large gains in 
financial assets, a robust job market and lower interest rates fuel a pro-consumer 
environment. 

• Trade – The current resolution and agreements with Canada, Mexico and China re-
flect better relations that should have a positive impact on the financial markets. 

 
Our assessment for 2020 is the good times can continue, but for the market to have a 
meaningful upside, corporate profits growth must continue to improve.  We offer to you, 
our valued clients, the following advice: 
 
1. Stay invested but, limit downside risk. 
2. Actively continue to balance risk for yield. 
3. Continue to balance your investment portfolio to temper the impact of volatility. 
4. Stay alert to the political uncertainty due to the impeachment process and the 2020 

elections. 
 
Remember, we are always available when you would like to review your account. 
 

HAVE A BLESSED NEW YEAR!  

THE PAST YEAR and THE NEW YEAR 

Winter  
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Key Estate Planning Documents 

Estate planning is the process of managing and pre-
serving your assets while you are alive, and conserv-
ing and controlling their distribution after your death. 
There are four key estate planning documents almost 
everyone should have regardless of age, health, or 
wealth. They are: a durable power of attorney, ad-
vance medical directives, a will, and a letter of 
instruction. 
 

Durable power of attorney 
 

Incapacity can happen to anyone at any time, but your 
risk generally increases as you grow older. You have 
to consider what would happen if, for example, you 
were unable to make decisions or conduct your own 
affairs. Failing to plan may mean a court would have 
to appoint a guardian, and the guardian might make 
decisions that would be different from what you 
would have wanted. 
 

A durable power of attorney (DPOA) enables you to 
authorize a family member or other trusted individual 
to make financial decisions or transact business on 
your behalf, even if you become incapacitated. The 
designated individual can do things like pay everyday 
expenses, collect benefits, watch over your invest-
ments, and file taxes. 
 

There are two types of DPOAs: (1) an immediate 
DPOA, which is effective at once (this may be appro-
priate, for example, if you face a serious operation or 
illness), and (2) a springing DPOA, which is not effec-
tive unless you become incapacitated. 
 

Advance medical directives 
 

Advance medical directives let others know what 
forms of medical treatment you prefer and enable you 
to designate someone to make medical decisions for 
you in the event you can't express your own wishes. If 
you don't have an advance medical directive, health-
care providers could use unwanted treatments and 
procedures to prolong your life at any cost. 
 

There are three types of advance medical directives. 
Each state allows only a certain type (or types). You 
may find that one, two, or all three types are neces-
sary to carry out all of your wishes for medical treat-
ment. 
 

• A living will is a document that specifies the types of 
medical treatment you would want, or not want, under 
particular circumstances. In most states, a living will 
takes effect only under certain circumstances, such as 
a terminal illness or injury. Generally, one can be used 
only to decline medical treatment that "serves only to 
postpone the moment of death." 
 

• A health-care proxy lets one or more family members   

or other trusted individuals make medical decisions 
for you. You decide how much power your repre-
sentative will or won't have. 
 

• A do-not-resuscitate (DNR) order is a legal form, 
signed by both you and your doctor, that gives 
health-care professionals permission to carry out 
your wishes. 
 

Will 
 

A will is quite often the cornerstone of an estate 
plan. It is a formal, legal document that directs how 
your property is to be distributed when you die. If 
you don't leave a will, disbursements will be made 
according to state law, which might not be what you 
would want. 
 

There are a couple of other important purposes for 
a will. It allows you to name an executor to carry 
out your wishes, as specified in the will, and a 
guardian for your minor children. 
 

The will should be written, signed by you, and wit-
nessed. 
 

Most wills have to be probated. The will is filed with 
the probate court. The executor collects assets, 
pays debts and taxes owed, and distributes any 
remaining property to the rightful heirs. The rules 
vary from state to state, but in some states smaller 
estates are exempt from probate or qualify for an 
expedited process. 
 

Letter of instruction 
 

A letter of instruction is an informal, non-legal docu-
ment that generally accompanies your will and is 
used to express your personal thoughts and direc-
tions regarding what is in the will (or about other 
things, such as your burial wishes or where to lo-
cate other documents). This can be the most help-
ful document you leave for your family members 
and your executor. 
 

Unlike your will, a letter of instruction remains pri-
vate. Therefore, it is an opportunity to say the 
things you would rather not make public. 
 

A letter of instruction is not a substitute for a will. 
Any directions you include in the letter are only 
suggestions and are not binding. The people to 
whom you address the letter may follow or disre-
gard any instructions. 
 

Take steps now 
 

Life is unpredictable. So take steps now, while you 
can, to have the proper documents in place to en-
sure that your wishes are carried out. 

There are four key 
estate planning docu-
ments almost every-
one should have 
regardless of age, 
health, or wealth: a 
durable power of 
attorney, advance 
medical directives, a 
will, and a letter 
of instruction. 



A QCD must be an otherwise taxable distribution 
from your IRA. If you've made nondeductible con-
tributions, then each distribution normally carries 
with it a pro-rata amount of taxable and nontaxa-
ble dollars. With QCDs, the pro-rata rule is ig-
nored, and taxable dollars are treated as distribut-
ed first. 
 

Tax perks for givers 
 

If you no longer itemize, you could reduce your tax 
bill by donating with QCDs from your IRA instead 
of writing checks from your standard checking 
account. And if you still itemize, QCDs might prove 
more valuable than tax deductions. That's be-
cause they can help address tax issues that might 
be triggered by income from RMDs. 
 

For example, an itemized deduction reduces your 
taxable income by the amount of the charitable 
gift, but it does not reduce your adjusted gross 
income. This is a key distinction because the 3.8% 
tax on net investment income, Medicare premium 
costs, taxes on Social Security benefits, and some 
tax credits are based on AGI. 
 

Also, charitable giving can typically be deducted 
only if it is less than 60% of your adjusted gross 
income. But with QCDs, you may be able to give 
more than 60% of your AGI and exclude the entire 
amount (up to the $100,000 cap) from your taxa-
ble income. 
 

Time for a rollover? 
 

Qualified charitable distributions are available from 
traditional IRAs, Roth IRAs (with taxable 
amounts), and inactive SIMPLE or SEP IRAs, but 
they are not allowed from employer retirement 
plans such as 401(k)s and 403(b)s. Thus, you 
might consider rolling funds from an employer plan 
to an IRA if you want to take advantage of a giving 
strategy that involves QCDs. 

 
Securities offered through 
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Registered Investment Advisor. 
Pathway Financial Services and 
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Qualified Charitable Distributions: Using Your IRA to Give from the Heart 

The Tax Cuts and Jobs Act roughly doubled the 
standard deduction ($12,200 for single filers and 
$24,400 for married taxpayers filing jointly in 2019) 
and indexed it for inflation through 2025.  As a result, 
far fewer taxpayers will itemize deductions on their 
tax returns, and some people may be disappointed 
that they no longer benefit from writing off their dona-
tions. 
 

If you are 70½ or older, you can use a qualified chari-
table distribution (QCD) to donate from your IRA and 
get a tax break, whether you itemize or not. Not coin-
cidentally, this is the same age* you must begin tak-
ing annual required minimum distributions (RMDs), 
which are normally taxed as ordinary income, or face 
a 50% penalty on the amount that should have been 
withdrawn. 
 

QCDs satisfy all or part of any RMDs that you would 
otherwise have to take from your IRA. Better yet, 
QCDs are excluded from your income, so they help 
lower your adjusted gross income (AGI) as well. 
 

How QCDs work 
 

The IRA custodian must issue a check made out to a 
qualified public charity (not a private foundation, do-
nor-advised fund, or supporting organization). In 
some cases, the IRA custodian may provide a check-
book from which you can write checks to chosen 
charities. Be aware that any check you write will 
count as a QCD for the year in which it is cashed by 
the charity, whereas a check from the custodian 
counts for the year in which it is issued. 
 

You can take an RMD any time during the year you 
turn 70½, but you must wait until after you are 70½ to 
make a QCD. The QCD exclusion is limited to 
$100,000 per year. If you're married, your spouse can 
also contribute up to $100,00 from his or her IRA. 
You cannot deduct a QCD as a charitable contribu-
tion on your federal income tax return — that would 
be double-dipping.  
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* Minimum age change 
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