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THE QUARTER IN REVIEW

By: Marjorie L. Fox, JD, CFP®, AlF®

Riding the Roller  Coaster. ...
Commodities, the worst performing asset
class of 2006, tumned in the best perfor-
mance of the third quarter. The price of oil
soared above $80 a barrel, and gold end-
ed the quarter at $7492 an ounce, its high-
est close since January 1980.  Although
RE|T5, the best periorming asset class of
9006, recovered from their second-quarter
sell-off, they remained the underperforming
asset class year—to—date,

Nonethdess, the story of the third Quarter
was a worldwide liquidity crisis and turmoil
in g|oba| stock markets.  As a measure of
the volatility, it took the S&P 500 stock
index a mere 27 days to skid 129 from its
mid-July peak to its mid-August low, and
then just 571 days to rebound to another
new high.

Credit Market Turmoil .. .. The third quar-

ter began with signs of trouble in the sub-
prime mortgage markets, as borrowers with
spotty credit histories defaulted on their

EvaNs AT A GLANCE

By: Kiistine Evans

adjustdbie loans. Neverthdess, a wave of
acquisitions and share buybacks pushed the
S&P 500 stock index to a record dose in
mid-July.

These concerns about subprime mortgages
then spread to the broader credit mdr|<ets,
and a Hight to qua|ity ensued.  Investors
retreated to the safet\/ of U.S. Treasur\/ se-
curities, pushing prices up and yie|o|s down.
The interest rate on safe-harbor three-month
Tredsury bills fell more than one percentage
point in August to 3.9%, a drop that is
comparab|e to the dedlines right after the
September 11, 2001 terror attacks. The
vield on the benchmark 10-year Treasury
note ended the quarter at 4.59, compared
with 5.3% in mid-June. In contrast, high-
yield (lower credit quality) bonds suffered
as prices fell and spreads widened signifi-
cant|y. Stocks tumbled.

Fedring that credit market turmoil would
lead to a g|obd| recession, central banks
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ASSET CLASS PERFORMANCE: Q3 2007
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I've known Marjorie Fox for al-
most 20 years — first through Im-
manuel  Presbyterian Church and
then cheering for the |_an8|ey High
School lacrosse team, on which our
sons played. In 1998 | became a
client of hers, so in January 2006
| received the now-famous letter
announcing the formation of Fox,
Joss & Yankee. | was intrigued not
on|y as a c|ient, but also because |
was beginning the search for a new
position and wondered i there
might be 4 |o|ace for me at FJY.
Over the next few months our
conversations led us to the conclu-
sion that working together would

be mutually advantageous and re-
warding.

Prior to joining FJY, | worked at
Jefferson Wells, serving as Office
Administrator, then Sales Associ-
ate.  Re-entering the workforce
after being a stay—at—home mom
for 21 years was difficult, but has
had benefits beyond a paycheck
and health insurance.  However,
the advances in techno|og\/ during
my “hiatus” were considerable and
there were times when tasks such
as changing the toner cartridge in
a iarge photocopier were a little
daunting!

Quick PLANNING QUESTION:

ls your 17-18 year old going off

to co||ege next fall?

IF SO, p|ease |et us |<now.

| grew up in Portland, Oregon,
Following high school my  family
moved to At|anta, Georgia.

went to Hollins Co||ege in Roa-
noke, Virginia where | majored in
history - and suffered from both
culture shock and homesickness for
the Pacific Northwest. During my
sophomore year | was an intern in
the U.S. Senate and fell in love
with Washington, DC, returning to
work full time for my “home state”
senator, Bob Packwood (R-OR).
Later, | worked as a litigation as-
sistant and recruitment coordinator
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There is a tax planning opportunity

related to selling parental gifts of appreciated securities that closes on

12/31/2007, and we would like to discuss it with you.







ASSET PROTECTION—NOTJUST FOR HIGH ROLLERS ANYMORE (Paxr9)
By: Christopher L. Rogan, Esq.

WWW.CledW. com

In the Ju\y edition of FJY's Quarter\y Newslet-
ter, asset protection was defined and the need
for asset protection by those of modest wealth
— not just high rollers and bankrupt deadbeats —
was discussed. Despite claims to the contrary,
asset protection strategies can not guarantee that
all of one’s property will be completely removed
from the reach of creditors. Rdtt\er, the 90d| of
asset protection is to create as much distance
as is reasonably (and legally) possible between
one's assets and his or her creditors or potentia|
creditors.  The importance of timing in structur-
ing and imp\ementing an asset protection p|an
was also addressed.  We will now explore sev-
eral fundamental considerations of effective asset
protection.

/A\ppropriate asset protection p\dnning depends
on a number of factors, including marital status,
the nature and extent of the individual's assets,
financial and legal exposure and risk tolerance,
and estate and tax p\anning needs and goa|s.

The first step is to ensure that assets are titled
and liabilities incurred so as to minimize or elimi-
nate exposure to creditors” claims. For (happily)
married coup|es, this typica”y means that assets
should be held joint\y and liabilities should be
incurred individually.  In states that recognize
the Tenants by the Entireties form of ovvnership
(commonly referred to as “T by E” or “T/E"),
spouses should title and hold as many dassets as
possible as T by E. It is generally understood
that real estate — including homes, vacation
properties, rental units and other investment
properties — may be held as Tenants by the En-
tireties property. However, many states now
allow personal property, such as bank accounts,
dutomobi|es, antiques and other valuable collec-
tions, as well as stock and other intamgtb|e assets,
to be owned and protected as | by E prop-
erty. Assets so titled are generaH\/ not subject

to claims of individual creditors of either spouse.
Hence, a judgment creditor with a claim against
on|\/ one spouse is not able to reach or attach
the marital home, bank accounts or any other T
by E assets. Tenants by the Entireties proper-
ties can, however, be reached by joint creo|itors,
and (not surprisingly) the IRS, even when the
tax \iabi\it\/ is that of on|y one spouse.

As with all aspects of asset protection, timing
is everything when titling or re-titling proper-
ties and should be accomplished before asset
protection is deemed “necessary.”  Transfers of
property from one spouse to both (b\/ re—ttt|ing
as | by E), are subject to the fraudulent convey-
ance rules and potential avoidance if undertaken
after a particular liability is incurred.  However,
even if the timing is less than ideal and the re-
tithng does not create a buHet—proot shield, it
may provide some protection and the time nec-
essary to negotiate a settlement of a c|dim, to
the extent such ever becomes necessary. At
the same time, a c\ear\\/ fraudulent transfer can
serve as a basis for the denial of a discharge ina
subsequent banl«uptcy/ and should therefore be
caretuH\/ avoided.

Unintended liabilities, such as those arising out
of auto accidents or other persona| injury claims,
are gemeraH\/ undntidpated and, therefore/ dif-
ficult to p|an for or around. Contract and other
business obligations, on the other hand, can
and should be more caretu”y structured so as
to prevent joint liability wherever possible. For
examp|e, a spouse who is not involved in the
operation or management of the business should
not be included on bank loans, vendor guaran-
tees or other liabilities of the business. In addi-
tion, while the equity of the business may (and
in most cases should) be held joint\y b\/ both
spouses, the businessperson’s spouse should not
serve as an officer or director of the business.

Likewise, persona| debts and obligations, such as
credit cards, auto |oans, etc., should be incurred
in the individual spouse’s name where joint credit
is not absolutely required.

For those in business, asset protection initially fo-
cuses on the need to separate business debts and
obligations from one's personal assets and portfo-
lio. Establishing a corporation or limited liability
company is the first and most critical component of
ensuring that such separation is accomphshed. By
incorporating or forming an LLC, & separate legal
entity is created — an entity capdb\e of transacting
business, incurring debt, suing and being sued, 4ll
independent from the company’s owners. Princi-
pals (including shareholders, officers and directors)
of a properly formed and maintained company are
genera”y not liable for the debts and obligations
of the company (ds opposed to partners in a
general partnership and sole proprietors who are
persona”y liable for the debts of the bustness)
However, the protection offered b\/ a corporation
or LLC can be undermined through the execution
of persona\ guarantees and through other conduct
that allows creditors of the compadany to “pierce the
corporate veil” and pursue the principa|s o|irect|y,
The protection can also be lost if the corporate
standing of the entity is not proper|y maintained,
or the company conducts business in a state other
than the state(s) in which it is orgdnized or autho-
rized to transact business.

Asset protection must also take into consid-
eration various other aspects of an individual's
persona| and legal situation, including tax, es-
tate p|anning and matrimonial 90d|s. While it
may be possib|e to sattsty all competing objec—
tives, more often than not, the individual will
be required to identify priorities that will then
inform the asset protection, tax and estate p\dns
and the interre|attonship between such p\dns,
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