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nvestment consultants, who help institu-

tional investors select money managers, de-

vote considerable energy to figuring out the
underlying reasons for an investment manager’s
performance. Complex algorithms have been de-
vised to answer simple questions. Did good re-
sults stem from a

Walden’s Scorecard

We claim no large victories based on our so-
cial investment discipline, but we do think some
advantage has been gained. The early tally ap-
pears to be that our clients have fared a bit better
than those of most professional managers over
the past year, espe-

discipline of buy-
ing undervalued
stocks? Was the
manager’s style to
buy the stocks of
companies with
recent success, and
did this prove re-
warding in a rising
market but costly
in a falling one?
Has the manager

cially with respect
to the fixed in-
come market. We
believe a long-
term  perspective
and a focus on sus-
tainable business
models rather than
on quarterly earn-
ings reports were
important  con-

tributors. It should
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changed her ap-
proach so often as
to make an assessment of her skill impossible?

With all due respect to our friends in the
consulting industry, we have often been skepti-
cal about the value of these “performance attri-
bution” analyses. Too often the emphasis is on
the short term. The math is backward looking.
Novel investment approaches are difficult to
evaluate. Still, trying to explain investment per-
formance has merit and shouldn’t be avoided.

In recent years, many social investors (or
sustainable, or ESG investors) have claimed that
their approaches will not only advance their so-
cial agenda, but will also enhance investment
performance. Of course, it is far too soon to
reach definitive answers, and clearly, there will
be a balance of positives and negatives in any rea-
sonable assessment. But that said, what does the
early scorecard say for Walden clients during this
past year of market turmoil?

also be said that
the modest per-
formance advantages we achieved were similarly
earned by the conventional, unscreened portfo-
lios we manage. But perhaps that simply supports
a view we have long held: Social investors share
many of the perspectives of successful conven-
tional investors who focus on the sustainability
of the businesses in which they invest.

Our investment approach helped steer us
away from such fragile businesses as aggressive
lending or bond insurance, and kept us leery of
investments in companies that depended upon
increasingly unsustainable consumer appetites.
Our long-term perspective also led us to limit
our exposure to the most leveraged beneficiaries
of the commodity price bubble, like producers
of agricultural chemicals or steel companies.

On the other hand, it is now obvious that
we retained too large a position in energy com-
pany stocks despite our view that oil prices had

continued on page 6
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CRA Is NOT SUBPRIME

s the cost of the U.S. financial rescue

plan hurtles toward $1 trillion, journal-

ists, commentators, and politicians have
been assigning blame to various parts of the gov-
ernment apparatus. With the benefit of hind-
sight, it is clear that regulation was lax and the
recent direction encouraging Fannie Mae and
Freddie Mac to increase their investments in
subprime mortgages was ill-advised.
But fingering the 30-year-old Com-

study, 75 percent of subprime loans between
2004 and 2006 were made by independent
mortgage banks and brokers that were not fed-
erally regulated and thus not subject to CRA re-
quirements.

¢ According to a recent study by New York
City-based law firm Traiger & Hinckley, regu-
lated banks had significantly lower market share
of subprime loans than their overall
loan market share (11 percent vs. 23

munity Reinvestment Act as a key en-
abler of the surge in mortgage
delinquencies is misguided and inac-
curate.

The Community Reinvestment
Act (CRA) was instituted in 1977 to
encourage banks to lend to under-
served businesses and homebuyers in
the communities in which they take
deposits. The law also prevents banks
from “redlining” certain communi-
ties of lower income consumers and

Stephen Franco is a

Portfolio Manager
and Securities Analyst.

percent) in the communities they
served.

24 When regulated banks did
originate a subprime loan, the rates
charged were typically 74 basis points
lower (4.81 percent vs. 5.55 percent)
than rates charged by other lenders.
There is a very strong statistical cor-
relation (0.816) between high-cost
mortgages and foreclosure rates, so
CRA lenders were less likely to
demonstrate predatory behavior.

refusing to lend to them. Banks are
specifically discouraged from using “high
priced” loans to lower income borrowers (i.e.,
subprime) to meet their CRA requirement. In-
stead, banks lend to credit-worthy small busi-
nesses and homeowners in lower-income
neighborhoods at competitive market rates.

Banks are graded regularly on their compli-
ance with CRA guidelines. Community groups
have used low CRA ratings as leverage to block
banks from opening new branches or acquiring
other banks, two activities that require regula-
tory approval.

Unfortunately, performance data for CRA
loans is not readily available, so it is difficult to
objectively assess the program’s role in the recent
subprime crisis. Nonetheless, here are some facts
that strongly build a case in favor of the CRA
program:
¢ Enforcement of CRA was loosened in
2005, just as the subprime market was reaching
a fever pitch. Many banks and thrifts subse-
quently increased their subprime lending activ-
ities in order to cash in on a seemingly profitable
product with less regulation.
¢ Nonetheless, according to a Federal Reserve

(Traiger & Hinckley)

¢ The most egregious lenders during this pe-
riod likewise were not subject to CRA regula-
tion: 167 of the 169 lenders that failed in 2007
were independent mortgage banks.
¢ Regulated banks are twice as likely to keep
mortgages on their own balance sheet as to sell
them off in securitization programs. These
lenders thus maintain an economic interest in
their loans and are more likely to conduct thor-
ough underwriting. (Traiger & Hinckley)
¢ Foreclosure rates are lower in communities
that are served by bank branches. Regulated
banks, by CRA mandate, are lending in the
communities in which they maintain branches.
People in communities that are underpenetrated
by bank branches were more likely to use un-
regulated mortgage banks or brokers and thus
more likely to foreclose. (Traiger & Hinckley)

At Walden, we actively seek out banks with
strong CRA lending records and a conservative
risk culture. We find that smaller banks active in
CRA lending have a more community-focused,
service-based strategy that allows them to com-
pete effectively against their larger peers. Recent
results support the efficacy of this strategy: Rep-

continued on page 6
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RESEARCH & ADVOCACY IN ACTION

Heidi Soumerai is
Director of Social
Research.

market and economic angst, we have questioned

whether our environmental, social, and corpo-
rate governance (ESG) research and engagement pri-
orities are less relevant, and wondered if companies
would be less responsive to our inquiries. On both
counts, we think the answer is a resounding 7o.
Walden has long held that the ESG topics we raise
with management contribute to long-term business
success. Perhaps more than ever, this long-term view
is appropriate.

Fortunately, we have not detected a difference
in the character or quality of company interactions
in recent months, with many initiatives showing
positive momentum. And come January, when Pres-
ident-elect Barack Obama assumes his new role, we
are likely to have a more receptive political environ-
ment and shared vision with respect to ESG policies
and priorities.

l n this environment of extraordinary financial

Company Dialogues and Shareholder
Resolutions
Walden believes strongly that all companies

must work to strengthen public disclosure of their
ESG policies, practices, and progress through sus-
tainability reporting. We were pleased to withdraw a
shareholder resolution at South Jersey Industries
when management reported its plans to create a
board-level Corporate Responsibility Committee
and produce its first annual Corporate Responsibil-
ity Report by late 2009. South Jersey is one of two
dozen small capitalization (cap) companies to which
we wrote in an effort to expand our reach to a uni-
verse of firms that tends to be less scrutinized on
ESG performance.

Walden is part of a small group of investors ad-
vising Walt Disney on the content of its ESG re-
port, which is expected to be published in 2009.
Additionally, we have filed resolutions requesting a
sustainability report at several companies that had
not responded adequately to our requests, including
DENTSPLY (for a second year after garnering 36
percent shareholder support in 2008), St. Jude
Medical, and Stryker, with the two latter compa-
nies since responding positively. On the issue of cli-
mate risk disclosure, Walden successfully encouraged

Tim Smith is Director

of Socially Responsive
Investing.
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Back-Pedaling on EEO Disclosure

alden co-authored a new SIRAN
(Sustainable Investment Research Analyst
Network) report, A Renewed Call for Ac-

tion: For greater disclosure of equal employment oppor-
tunity (EEQ) information, a follow-up to a study
published three years ago that documented the dis-
closure rates of companies in the S&P 100
(http://www.siran.org/projects_eeo_project.php). The
new study revealed that not only was the level of dis-
closure of EEO data disappointingly low, but there
was also a distinct trend toward /Jess disclosure than in
the past among companies that participated in the
study.

According to the report, “Companies that con-
firmed a policy to provide investors with comprehen-
sive EEO data, either in public reports or on request,
decreased from 54 percent in 2005 to 36 percent of
responding companies in 2007-2008. While partial
EEO data providers increased from 13 percent to 21
percent, those confirming that they do not disclose
such information increased from 33 percent to 43 per-

cent over the same period.”

This trend is troubling given the persistent
under-representation of women and people of color
in management. In 2006, the most recent year for
which national EEO-1 data is available, racial mi-
norities held 17 percent of official and manager po-
sitions across the U.S., despite accounting for nearly
one-third of private industry employment. Women
represented 36 percent of company officials and
managers, even though they comprise close to half of
the workforce. Moreover, in the current climate of a
shrinking U.S. job market, these disparities may get
worse.

Eight companies participating in the study pro-
vided full EEO information in public documents—
American Express, Citigroup, Coca-Cola,
Hewlett-Packard, IBM, Intel, Merck, and Wal-
Mart. We commend these companies for their high
level of EEO accountability, in our view a necessary
commitment, among others, to be a recognized
leader in promoting workplace equality.

—H.Soumerai
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partnerships at work

This column highlights selected groups and organizations work-
ing to promote social and economic justice, environmental leader-
ship, or corporate accountability. Walden often partners with featured
groups in research and advocacy initiatives.

alden’s customers and staff are well aware of the in-

; R ’ vestment risks and opportunities associated with cli-

mate change. But what about the rest of the
institutional investment community? Ceres, a

Unitarian Universalist Association. The resolution asked Legg
Mason, then the fourth largest asset manager in the United States,
to issue a first-time sustainability report, including GHG reduc-
tion strategies. The resolution also asked Legg Mason to explain
how it is using its voice as an investor to encourage companies to
address key environmental, social, and governance (ESG) issues.
The resolution was withdrawn after Legg Mason agreed to pro-
duce the report. The company is currently hard at work on it,
and we expect it to be released soon.

Once companies issue their first sustainabil-

Boston-based nonprofit and partner with
Walden on shareholder advocacy initiatives, set
out in 2004 to ensure that as many institutional
investors as possible are addressing climate
change. Since then, Ceres has built the world’s
preeminent U.S.-based network of institutional
investors concerned about climate.

This group, called the Investor Network on
Climate Risk (INCR), presses companies for
improved climate practices, promotes sound
public policies, and catalyzes investments in

Rob Berridge is Program Manager of
Investor Programs at Ceres.

ity report, they typically then issue regular reports
every year or two and seek to continually improve
their performance on ESG factors. INCR staff
believe that moving large companies onto this
path is important for creating economy-wide
changes that will help us make the transition to
a sustainable culture.

Critical to realizing these economy-wide
changes is building support from the investing
community for new public policies. A good ex-

clean technologies.

INCR currently includes more than 70 in-
vestors who collectively manage over $7 trillion
(pre-crash). Members include public pension funds, state and
city treasurer’s offices, large asset managers, and social and reli-
gious investors. CalPERS and CalSTRS, the two largest U.S.
public pension funds, and TIAA-CREE the largest U.S. private
pension fund, are among the largest members.

One of the main ways INCR members work together is
through shareholder advocacy. The investors enter into dialogue
with companies about managing climate risks and opportuni-
ties, file shareholder resolutions with recalcitrant companies, and
vote their proxies in favor of material climate-focused resolutions.
INCR coordinates these efforts in partnership with the Interfaith
Center on Corporate Responsibility (ICCR).

Since 2004, investors working with INCR and ICCR have
significantly improved climate policies and practices of more than
50 companies. Many companies, after engagement with INCR
members, have also spoken out on the need for federal policy to
limit greenhouse gas (GHG) emissions.

Walden’s leadership has been invaluable in achieving these
results. For example, last year, Walden’s Tim Smith helped INCR
draft language for a resolution filed at Legg Mason by the

ample of this kind of work took place on No-
vember 11, 2008, when INCR joined with
similar investor networks in Europe, Australia,
and New Zealand to call for a strong, binding, global agreement
on climate change. One hundred and thirty five global investors,
collectively managing more than $6 trillion, sent the message to
heads of state and climate negotiators, detailing elements that in-
vestors are seeking in a strong global treaty. They also empha-
sized that such a treaty should be enacted without delay due to
the current financial crisis, stating that “it is too expensive not to
act.”

Public policies that address climate change are likely to cre-
ate a variety of investment opportunities in clean technologies.
INCR helps its members to work together to identify the op-
portunities, and it set a goal in February 2008 of deploying $10
billion in clean tech investments within two years.

The Investor Network on Climate Risk, Walden, and other
INCR members have achieved impressive results so far, but we
have a long way to go in truly addressing the risks of climate
change. INCR’s plan is to keep firmly in mind the old adage: “If
you want to go fast, go alone. If you want to go far, go together.”
And sometimes, when a team works together as well as ours does,
you can strive to go both fast and far!

—R. Berridge

For more information on Ceres and INCR, please visit Ceres.org.
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oil equipment service company Weatherford International
to respond comprehensively to the Carbon Disclosure Proj-
ect, a repository for corporate responses to climate change on
behalf of 385 global investors with assets of $57 trillion.

We also examined the proxy voting records of investment
managers to better understand if and how they considered
ESG factors such as climate change in voting decisions. We
learned that State Street’s institutional investment arm, State
Street Global Advisors (SSgA), consistently votes against
ESG-related shareholder resolutions, backing management
recommendations even when major proxy advisory services
firms support such resolutions with a strong economic ra-
tionale. Ironically, State Street manages $80 billion according
to ESG criteria, expresses publicly its belief that strong ESG
performance helps protect shareholder value, and reports its
own greenhouse gas emissions and active role in addressing
climate change. Hence, Walden filed a first-of-its-kind share-
holder resolution asking for a board-level review and update
of SSgA’s proxy voting polices with respect to ESG-related
proposals. Similar discussions at Northern Trust revealed
that a thoughtful review of proxy policies is underway, with
particular attention to guidelines related to climate change.

Walden continues to encourage companies to adopt in-
clusive nondiscrimination policies, again extending our reach
to small cap companies where more improvement is needed.
Three such companies—ArthroCare, e-Health, and John
Wiley—have confirmed that their equal employment oppor-
tunity (EEO) policies include sexual orientation explicitly.
Medtronic, a large medical technology company, confirmed
that its policy also includes gender identity and expression, a
best practice standard.

Our recent emphasis on international labor standards
and monitoring in the agricultural sector led to two resolu-
tions at small cap companies, Diamond Foods and United
Natural Foods, requesting a vendor code of conduct based
on International Labour Organization standards. We with-
drew the resolution at Diamond Foods upon receiving man-
agement’s commitment to share its research and to seek our
input on a code of conduct survey of vendors planned for
2009.

Advocating for Better Public Policies
Walden joined a coalition of investors, environmental
organizations, and other groups responding to U.S. Securities
and Exchange Commission’s proposed rule changes on ac-
counting for proven oil and gas reserves, to call attention to
the need to address the implications of climate change and
carbon-related regulations in the valuation of these assets.
Led by Ceres and the Investor Network on Climate Risk (see
page 3), Walden also petitioned the U.S. Senate to extend
the renewable energy and energy efficiency tax credits that
would otherwise expire this year.
—H.Soumerai
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Shareholder Say on Executive Pay

he government rescue of banking institutions has ampli-

fied the public outcry over excessive executive pay.

Walden continues to be a leading investor voice on exec-
utive compensation accountability through advocacy that sup-
ports giving shareholders at all companies an advisory vote on
pay packages, known popularly as “Say-on-Pay.”

Of nearly 100 resolutions proposed at company meetings in
2008 requesting the advisory vote, average shareholder support
exceeded 43 percent and 10 companies received majority votes.
Walden re-filed the advisory vote resolution for the 2009 proxy
season at Goldman Sachs, after earning 46 percent of the vote in
April. Walden has approached additional companies this year
with resolutions, including Walt Disney, Hewlett Packard, and
Intel. We withdrew a Say-on-Pay resolution we co-filed as part of
a coalition at Cisco Systems, after the company committed to
hold substantial board and management level discussions with
concerned shareholders, participate in an industry-investor con-
sortium addressing the advisory vote, and expand the board’s
Compensation Committee disclosure.

The context of the advisory vote debate changed in Novem-
ber when President-elect Barack Obama emerged as the victor of
the U.S. presidential campaign. Senator Obama (D.-Ill.) was the
primary Senate sponsor of Say-on-Pay legislation, previously in-
troduced by Representative Barney Frank (D.-Mass.) in the
House, where it was approved by a two-to-one margin. Unlike
President Bush who has said he would veto a bill requiring a non-
binding advisory vote by shareholders on senior executive com-
pensation, President-elect Obama is widely expected to sign
Say-on-Pay into law in 2009.

Meanwhile in November, two-thirds of Sun Microsystems
shares were voted in favor of a Say-on-Pay resolution after two
previous attempts failed to garner majority support. As many as
100 more resolutions may be in the offing. Astute companies will
see the writing on the wall and work with shareholders to ensure
a smooth transition.

—T1.Smith

Walden mourns the loss of a giant in our industry. Joan Bavaria,
founder and CEO of Trillium Asset Management, died on
November 18 after a long battle with cancer. Joan was also
founder and guiding spirit of Ceres and a pioneer in the Social
Investment Forum — all while presiding over one of the leading
social investment firms in the U.S. We will miss her spirit and
foresight, her boundless energy and compassion, and her
uncompromising commitment to protecting our planet. We will
honor Joan’s legacy by continuing to pursue our shared vision.

a0
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continued from page 1

long passed sustainable levels by last summer. In this sector we
preferred the domestic natural gas producers and their suppliers
(and we still do) partly because we believed that natural
gas would be a key part of the long-term solution to the
country’s energy and environmental needs. We under-
estimated, however, the extent to which a sharp fall in oil
prices would be accompanied by similar cuts in the price
of gas, leading to large shortfalls in the profits of natu-
ral gas production and capital equipment companies.
Finally, we have been outspoken advocates of trans-
parency with respect to a wide range of company re-
porting. In making investment decisions, we have taken

encouragement for unethical behavior is hard to imagine. But the
implications go further.

Economist Paul Samuelson recently noted that some of his
colleagues have claimed that the widening income gap between
rich and poor in the United States is a “necessary price to en-
courage dynamic progress...and innovation” in the econ-
omy. But Samuelson, a Nobel laureate (1970, economics)
and self-described centrist, recently argued against that
view, saying extreme economic inequality in fact “breeds
dysfunctional shortfalls in ... total factor productivity.”
Put simply, when income inequality is too great, workers
get discouraged and entrepreneurial motivation is di-
minished.

Socially Responsive to Mainstream

to heart our contention that transparency is good for in-
vestors and businesses alike. Avoiding investments in
companies with inscrutable financial reports, or bonds
with mind-numbingly complex covenants, has surely

Bill Apfel, EVP, is a
Senior Portfolio Man-

ager and Director of
Securities Research.

One more item that has long been on the social
agenda is now suddenly at the top of everyone’s list of re-
quirements for a healthier economy: more disclosure. We
at Walden have been ardent advocates for better disclo-

helped us avoid the most disastrous investments of the
past year. Highly rated sub-prime mortgage bonds are the most
obvious example.

A Wider Context

What about the bigger goals that motivate social investors
(beyond earning a higher investment return)? Here our view is
unequivocal. The one-year-old financial crisis reinforces our belief
that changes sought by social investors would be healthy for our
economy, markets, and environment. Does anyone now doubt
that the light of day needs to shine on the world of executive com-
pensation? Our concern for social justice made us recoil at gar-
gantuan pay packages in an economy with stagnating wages. But
the fact that a business problem was often created by compensa-
tion programs that entailed perverse incentives is now plain for
all former skeptics to see. The Nobel laureate Edmund Phelps
(2006, economics) colorfully blames the collapse of banks on fi-
nancial incentives that allowed “fortunes to be made for each ad-
ditional day that the bank could operate.”

The need for long-range thinking in compensation practices
extends well beyond the executive suite. Analysts now widely agree
that a leading cause of the sub-prime mortgage debacle was the
way mortgage brokers were paid: up-front commissions for trans-
actions; no penalty for unsustainable loans. A more nefarious

CRA Is Not SuBPRIME continued from page 2

sure of all sorts of information by corporations, from
more complete and meaningful financial reporting to more in-
formation about environmental risks and vendor practices. This
conviction influences our day-to-day investment decision
making.

Our belief in the efficacy of disclosure has been challenged
by many so-called free market advocates, most notably Alan
Greenspan, who argued that systemic risks would be reduced
(more efficiently dispersed, in his language) if a freer hand were
given to financial companies in pursuing new strategies without
requiring greater disclosure or regulation. We now know (and even
Mr. Greenspan concedes) what this approach has wrought. Al-
lowed to pursue perceived self-interest in secrecy, banks, brokers
and insurers employed strategies that today threaten the health of
the entire financial system. Books will be written about the arcane
securities that the largest banks and brokers invented but that
most investors could hardly understand. Just the names help tell
the story: credit default swaps, conduits, SIVs, CDOs, CDOs
squared, even synthetic CDOs.

Picking up the mantle of social investors, regulators are now
rushing to improve disclosure and initiate sensible regulatory
regimes. A soon-to-be-inaugurated administration should provide
the much needed political will to see this through. Sometimes
progress only follows a great deal of pain.

—B.Apfel

resentative small cap portfolio holdings
Bank of Hawaii, Dime Community Ban-
corp, Independent Bancorp, Southside
Bancshares, and Wainwright Bank all
have Outstanding CRA ratings and have
experienced loan losses far below peer banks
over the past 12 months. Not surprisingly,
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the average year-to-date return as of
November 30 of this group of banks is -8.7
percent vs. -20 percent for small cap bank
peers.

There is plenty of blame to go around
as the inner workings of our entire financial
system are called into question. Bad actors

among lenders, brokers, traders, borrowers,
and investors certainly had an outsized im-
pact on the financial market meltdown. But
assigning blame to a 30-year-old law that
was neutered during the worst of the sub-
prime lending spree is way off the mark.
=S.Franco
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ICU Medical

cutting edge companies

This column highlights companies in the business of providing solu-
tions to social and environmental challenges. Featured companies are
typically held in Small Cap Innovations portfolios offered to Walden

clients.

alk into any hospital in the United States and look
\- K / around you. In most cases, you will witness a bustling
operation bordering on chaos. In this fre-
netic environment, the potential for time-pressed
nurses and doctors to commit a medical error is high.
Companies offering products that reduce medical er-
rors and improve patient safety enhance the quality of
the entire healthcare system. ICU Medical, Inc. makes
a needleless intravenous (IV) device that protects
healthcare workers from exposure to infectious disease
through accidental needle sticks and patients from
catheter-related bloodstream infections.
Headquartered in San Clemente, California, ICU
Medical is a leader in the development, manufacture,
and sale of proprietary disposable medical connection

Heidi Vanni is a
Porffolio Manager
and Securities Analyst.

in 2000, requires the use of needle-safe systems to reduce the risk
of injury to employees from needlesticks. Despite this legislation,
the incidence of accidental needlesticks remains alarmingly high.
The National Institute of Occupational Safety and Health esti-
mates accidental needlesticks in hospitals occur approximately
600,000 times per year. In light of this, hospitals have embraced
needlefree products whenever possible. The CLAVE system is
viewed as the best IV connector in the market and is
the number-one needle-free connector sold worldwide.

Hospital-acquired infection stems from a number
of causes, one of which is bacteria getting into a vas-
cular catheter. This condition, known as catheter re-
lated bloodstream infection (CRBSI), has a high rate of
patient morbidity and mortality. It is also costly to
treat—averaging $60,000 per case. As part of its effort
to reduce hospital-acquired infections and to improve
patient care, the Centers for Medicare and Medicaid
Services will discontinue payment for CRBSI begin-
ning in 2009. ICU Medical’s CLAVE technology is de-

signed as a microbiologically closed system to prevent

devices and custom IV systems. These products are
used in vascular (meaning blood vessel) therapy applications.
ICU Medical’s flagship product, CLAVE®, is an innovative, one-
piece needleless IV connection device. The CLAVE consists of a
silicone compression seal that permits repeated sterile connec-
tions and disconnections without replacement.

The federal Needlestick Safety and Prevention Act, enacted

bacterial contamination of vascular catheters; thus,
ICU Medical stands to benefit from this change in reimburse-
ment as hospitals prioritize routines and devices that minimize
hospital-acquired infection.
ICU Medical’s CLAVE systems offer superior infection control
benefits for the patient and provide a combination of safety, ease of
use, reliability, and cost effectiveness for healthcare workers.

—H. Vanni

QuALIFIED CHARITABLE DISTRIBUTIONS (QCDs)

uring the last two years some Walden clients have taken
D advantage of a provision of the Pension Protection Act
of 2006 that allows tax-free distributions from
IRAs for charitable purposes. Originally, this feature was
set to expire in 2007. However, further legislation in
October 2008 extended the provision through Decem-
ber 31, 2009. Only individuals age 70%2 or older are el-
igible and the distribution must be paid directly to a
qualified charity. Donor-advised funds and private
foundations are not qualified for this purpose. Charita-
ble distributions made to organizations declared to be
unqualified will be treated as ordinary income. Since the

This is particularly good news for clients who have charitable in-
tentions and are only withdrawing funds because the IRS requires
the distribution due to their age. These distributions sat-
isfy the IRA holder’s required minimum distribution
(RMD). An important note regarding these distributions
is that they will be reported on a 1099-R by Walden, or
any institution, as an ordinary RMD with no indication
of the charitable donation. IRA holders are responsible
for indicating the QCD status on their federal income
tax returns. So, if you use this provision be sure to com-

‘ municate the donation to your tax preparer.

— 8. Benevento, CFP®

donation is federal income tax free, you cannot file for
a charitable deduction on your income tax return. Indi-

Officer.
viduals may exclude up to $100,000 from their gross in- -

Senior Administrative

Stephen Benevento is a

As always, we strongly recommend consulting with your

come using qualified charitable distributions (QCDs).

tax or estate professional prior to making any decisions re-
garding your estate or planning goals.

A
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VALUES

If you wish to continue receiving paper copies of Values...

Beginning in 2009, Values is transitioning to an electronic newsletter. However, we want to continue to provide you with Values
in its current print format if you prefer.

We need you to tell us!

Please let us know how you would like to receive future editions of Values, electronically or in print form, by either:

K3

<  Sending an email to Regina Morgan at rmorgan@bostontrust.com;

K3

<  Calling Regina at 617-726-7259 (if you leave a message be sure to specify your email address, if applicable); or
< Calling your portfolio manager (clients only).

Inaction means removal!

This is our final notice in Va/lues. If we do not hear back from you before we publish our next edition in March, we will assume
that you would prefer us to remove your name from our mailing list and you will no longer receive this newsletter.

Many thanks to all who have responded.
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