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PAYING FOR COLLEGE WHILE SAVING FOR
RETIREMENT
These two objectives are not mutually exclusive.

It can be done. All across America, families are meeting a mighty financial challenge - the
challenge of paying college costs with retirement potentially on the horizon. How do they do it?
They go about it consistently; they also get creative.

First, make sure the priorities are in the right order. Strange as it may sound, your
retirement may need to take precedence over your child's college education.

Think about it. Your son or daughter might qualify for student loans or financial aid. By the time
they are 30 or 35, they will have the earnings potential to pay those loans back. Do you see any
ads out there for &quot;retirement loans&quot; or &quot;retirement aid&quot;? For most, it is
much harder to earn money at age 65 than at age 35. Because of this, many choose to allow
the younger generation to assume the debt.

The following are some short-term and long-term ideas you may want to consider if you have
college costs on your mind:

Save for college the DCA way. While dollar-cost averaging is a useful way to build retirement
savings, its merit often goes unrecognized when it comes to saving for higher education. If you
could put $40 a month even in a basic savings account with a tiny interest rate, over 10 years
that is approaching $5,000. That's nothing to sneeze at, and will certainly help out. Move the
money from a checking account each month into a savings account, or ...
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Consider a tax-advantaged college savings plan. Contribute to a 529 plan, which features
tax-advantaged growth and tax-free withdrawals when the withdrawn funds are used to pay
qualified education costs. Not all 529 plans are the same - in fact, some of them will even
provide a small cash &quot;match&quot; or &quot;sign-up&quot; bonus when you start your
plan. Some 529 plans are even &quot;prepaid&quot; - that means you may be able to secure
future tuition rates at current prices, usually at in-state public colleges. Another advantage of the
prepaid plans - they are often guaranteed by the state.
1,2

Exploit your credit card. No, don't pay for college with it ... well, at least not directly. Some
credit cards give you a cash-back rewards option. You may as well put the rewards toward
college. Some of the major banks let you do this and so do online shopping websites such as
Upromise.

Keep your income as low as possible in the base income year. That is the calendar year
that starts as your child is in the middle of his or her junior year in high school. That is the year
when college financial aid departments start to look at a family's earned and received income. If
you can avoid taking capital gains or a distribution from a 401(k) or 403(b) in that year, that will
keep your taxable income low. Will Roth IRA conversions raise eyebrows? Yes, they will.

However, don't stop contributing to your own retirement savings accounts, and feel free to pay
off consumer debts with the money from your savings and checking accounts - the assets in
these accounts aren't used in financial aid formulas. 1

Let the college know if your financial situation has changed. Has the value of your home
fallen? Is your business netting you far less than it once did? Financial aid departments should
be willing to review these developments and may be able to adjust aid for your student
accordingly.

Make it a family affair. In some cultures, it is common for all members of a family to pitch in on
the down payment or mortgage payments for a home. Consider this strategy as your family
saves for college. Close friends and family members may be willing (or even excited) to make
ongoing contributions to a college savings plan for your child, and/or an annual
&quot;birthday&quot; contribution. They may find giving such a gift to be much more meaningful
and fulfilling than a mere toy or item of clothing.
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In short, hunting for every scholarship or alumni connection you can and finding a great school
at a reasonable price - that's important. But it may be just as useful (if not more) to be both
creative and consistent as you save for college. While it has always been a challenge, by
putting some thought into it, most families and students can find ways to respond.
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WHICH FINANCIAL DOCUMENTS SHOULD YOU KEEP ON FILE?
What should you store in one easily accessible place?

You might be surprised how many people have financial documents scattered all over the
house - on the kitchen table, underneath old newspapers, in the hall closet, in the basement. If
this describes your financial &quot;filing system&quot;, you may have a tough time keeping tabs
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on your financial life.

Organization will help you, your advisors ... and even your heirs. If you've got a meeting
scheduled with an accountant, financial consultant, mortgage lender or insurance agent, spare
yourself a last-minute scavenger hunt. Take an hour or two to put things in good order. If
nothing else, do it for your heirs. When you pass, they will be contending with emotions and
won't want to search through your house for this or that piece of paper.

One large file cabinet may suffice. You might prefer a few storage boxes, or stackable units
sold at your local big-box retailer. Whatever you choose, here is what should go inside:

Investment statements. Organize them by type: IRA statements, 401(k) statements, mutual
fund statements. The annual statements are the ones that really matter; you may decide to
forego filing the quarterlies or monthlies.

When it comes to your IRA or 401(k), is it wise to retain your Form 8606s (which report
nondeductible contributions to traditional IRAs), your Form 5498s (the &quot;Fair Market Value
Information&quot; statements that your IRA custodian sends you each May), and your Form
1099-Rs (which report IRA income distributions). 1

In addition, you will want to retain any record of your original investment in a fund or a stock.
(This will help you determine capital gains or losses. Your annual statement will show you the
dividend or capital gains distribution.)

Bank statements. If you have any fear of being audited, keep the last three years worth of
them on file. You may question whether the paper trail has to be that long, but under certain
circumstances (lawsuit, divorce, past debts) it may be wise to keep more than three years of
statemetns on file.

Credit card statements. These are less necessary to have around than many people think, but
you might want to keep any statements detailing tax-related purchases for up to
seven years
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Mortgage documents, mortgage statements and HELOC statements. As a rule, keep
mortgage statements for the ownership period of the property plus seven years. As for your
mortgage documents, you may wish to keep them for the ownership period of the property plus
ten years (though your county recorder's office likely has copies).

Your annual Social Security benefits statement. Keep the most recent one, as it shows your
earnings record from the day you started working. Please note, however: if you see an error,
you will want to have your W-2 or tax return for the particular year on hand to help Social
2
Security correct it.

Federal and state tax returns. The IRS wants you to hang onto your returns until the period of
limitations runs out - that is, the time frame in which you can claim a credit or refund. The
standard IRS audit looks at your past three years of federal tax records. So you need to keep
three years of federal (and state) tax records on hand, and up to seven years to be really safe.
Tax records pertaining to real property or &quot;real assets&quot; should be kept for as long as
you own the asset (and for at least seven years after you sell, exchange or liquidate it).
3

Payroll statements. What if you own a business or are self-employed? Retain your payroll
statements for seven years or longer, just in case the IRS comes knocking.

Employee benefits statements. Does your company issue these to you annually or quarterly?
Keep at least the most recent year-end statement on file.

Insurances. Life, disability, health, auto, home ... you want the policies on file, and you want
policy information on hand for the life of the policy plus three years.

Medical records and health insurance. The consensus says you should keep these
documents around for five years after the surgery or the end of treatment. If you think you can
claim medical expenses on your federal return, keep them for seven years.
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Warranties. You only need them until they expire. When they expire, toss them.

Utility bills. Do you need to keep these around for more than a month? No, you really don't.
Check last month's statement against this month's, then get rid of last month's bill.

If this seems like too much paper to file, buy a sheet-fed scanner. If you want to get really
sophisticated, you can buy one of these and use it to put financial records on your computer.
You might want to have the hard copies on file just in case your hard drive and/or your flash
drive go awry.

This material was prepared by Peter Montoya Inc., and does not necessarily represent the
views of the presenting Representative or the Representative's Broker/Dealer. This information
should not be construed as investment advice. Neither the named Representative nor
Broker/Dealer gives tax or legal advice. All information is believed to be from reliable sources;
however, we make no representation as to its completeness or accuracy. The publisher is not
engaged in rendering legal, accounting or other professional services. If other expert assistance
is needed, the reader is advised to engage the services of a competent professional. Please
consult your Financial Advisor for further information.. www.petermontoya.com,
www.montoyaregistry.com, www.marketinglibrary.ne
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COULD A ROTH IRA CONVERSION AFFECT A STUDENT’S
FINANCIAL AID?

Run the numbers, because the answer could be &quot;yes.&quot;

An underreported story. In 2010, we have a wave of IRA owners converting
traditional IRAs to Roths. There are all kinds of compelling reasons to make
that move. Yet for some IRA owners, the conversion may have an
unintended consequence: it may reduce their son or daughter's chances for
college financial aid.
A Roth conversion will increase your taxable income. As some
scholarships, grants and loans are awarded based on income levels, a big
jump in adjusted gross income (AGI) could potentially jeopardize them. This
can be a problem if you're a &quot;millionaire next door&quot; who wants
your kids to exploit financial aid as much as possible.
That income must be recorded on the FAFSA. Universities commonly use
the Free Application for Federal Student Aid (FAFSA) as a test to determine
whether a student is eligible for grants, loans and some scholarships. The
FAFSA is all about family income - factors like net worth and invested
assets don't come into play. Mom and Dad's higher AGI could mean lower
levels of financial aid, because the income boost from the Roth conversion
will make it look like Mom and Dad can now shoulder a greater percentage
of education costs. 1,2

A New York Times article offered an example. Take a hypothetical
family of four with total 2010 income of $75,000 and one college
student. For every $10,000 of taxable income stemming from a
Roth conversion, the parents' expected annual contribution to that
student's education would go up by $3,200 in a FAFSA estimate.
1

In April, Mark Kantrowitz (publisher of FastWeb.com, an
online scholarship directory) told Financial Advisor
Magazine that the Department of Education had requested
universities to recognize the effect of 2010 Roth
conversions on family incomes. No evidence suggests
colleges are doing this en masse.
2
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Financial aid decisions are often based on multiple
years of income. Keep this in mind. IRA owners who
go Roth this year are well aware that they may divide
taxes on the conversion across the 2011 and 2012
tax years. Well, that decision may affect family
incomes for those years, and possibly chances at
student loans, grants and scholarships through 2013.
1

If your kids are young, time is on your side. If
your children are a few years or more away from
college, you can make a Roth conversion
without having to worry about its impact on
FAFSA applications.
Any potential Roth IRA conversion should be
analyzed for its impact on other aspects of your
family's financial life. The impact on college
financial aid is but one factor to consider. The
potential long-term benefits of a Roth IRA
conversion are considerable. Confer with a
financial consultant to see if the decision is
appropriate before you elect to make the move.
Citations.
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HOW LONG TERM CARE INSURANCE CAN
HELP PROTECT YOUR ASSETS
Create a pool of healthcare dollars that will grow in
any market.

How will you pay for long term care? The sad fact is
that most people don't know the answer to that question.
But a solution is available.
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As baby boomers leave their careers behind, long term
care insurance will become very important in their
financial strategies. The reasons to get an LTC policy
after age 50 are very compelling.

Your premium payments buy you access to a large pool
of money which can be used to pay for long term care
costs. By paying for LTC out of that pool of money, you
can preserve your retirement savings and income.

The cost of assisted living or nursing home care alone
could motivate you to pay the premiums. Genworth
Financial conducts a respected annual Cost of Care
Survey to gauge the price of long term care in the U.S.
The 2010 report found that
- In 2010, the median annual cost of a private room in
a nursing home is $75,190 or $206 per day - $14,965
more than it was in 2005.
- A private one-bedroom unit in an assisted living
facility has a median cost of $3,185 a month - which is
12% higher than it was in 2009.
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- The median payment to a non-Medicare certified,
state-licensed home health aide is $19 in 2010, up 2.7%
1
from 2009.

Can you imagine spending an extra $30-80K out of your
retirement savings in a year? What if you had to do it for
more
than one year?

AARP notes that approximately 60% of people over age
65 will require some kind of long term care during their
lifetimes.2

Why procrastinate? The earlier you opt for LTC
coverage, the cheaper the premiums. This is why many
people purchase it
before they
retire. Those in poor health or over the age of 80 are
frequently ineligible for coverage.
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What it pays for. Some people think LTC coverage just
pays for nursing home care. That's inaccurate. It can pay
for a wide variety of nursing, social, and rehabilitative
services at home and away from home, for people with a
chronic illness or disability or people who just need
3
assistance bathing, eating or dressing.

Choosing a DBA. That stands for Daily Benefit Amount the maximum amount that your LTC plan will pay per day
for care in a nursing home facility. You can choose a
Daily Benefit Amount when you pay for your LTC
coverage, and you can also choose the length of time
that you may receive the full DBA on a daily basis. The
DBA typically ranges from a few dozen dollars to
hundreds of dollars. Some of these plans offer you
&quot;inflation protection&quot; at enrollment, meaning
that every few years, you will have the chance to
buy additional coverage and get compounding - so your
pool of money can grow.

The Medicare misconception. Too many people think
Medicare will pick up the cost of long term care.
Medicare is not long term care insurance.
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Medicare will only pay for the first 100 days of nursing
home care, and only if 1) you are getting skilled care and
2) you go into the nursing home right after a hospital stay
of at least 3 days. Medicare also covers limited home
visits for skilled care, and some hospice services for the
terminally ill. That's all.
2

Now, Medicaid can actually pay for long term care - if you
are destitute. Are you willing to wait until you are broke
for a way to fund long term care? Of course not. LTC
insurance provides a way to do it.

Why not look into this? You may have heard that LTC
insurance is expensive compared with some other forms
of policies. But the annual premiums (about as much as
you'd spend on a used car from the late 1990s) are
nothing compared to real-world LTC costs.
4

Ask your insurance advisor or financial advisor about
some of the LTC choices you can explore - while many
Americans have life, health and disability insurance,
that's not the same thing as long term care
14 / 133

All Blog Entries

coverage.www.marketinglibrary.net

Citations.

1
genworth.com/content/etc/medialib/genworth_v2/pdf/ltc_c
ost_of_care.Par.85518.File.dat/Executive%20Summary_
gnw.pdf [4/10]

2aarp.org/families/caregiving/caring_help/what_does_long
_term_care_cost.html [11/11/08]

3pbs.org/nbr/site/features/special/article/long-term-care-in
surance_SP/ [11/11/08]

15 / 133

All Blog Entries

4longtermcare.gov/LTC/Main_Site/Paying_LTC/Private_Pr
ograms/LTC_Insurance/index.aspx [6/25/09]

This material was prepared by Peter Montoya Inc, and
does not necessarily represent the views of the
presenting Representative or the Representative's
Broker/Dealer. This information should not be construed
as investment advice. Neither the named Representative
nor Broker/Dealer gives tax or legal advice. All
information is believed to be from reliable sources;
however, we make no representation as to its
completeness or accuracy. The publisher is not engaged
in rendering legal, accounting or other professional
services. If other expert assistance is needed, the reader
is advised to engage the services of a competent
professional. Please consult your Financial Advisor for
further information. www.petermontoya.com,
www.montoyaregistry.com,

16 / 133

All Blog Entries

July 9, 2010

Posted by admin |

tagged

Un

THE FINANCIAL REFORM BILL
Main Street's anger over Wall Street reaches the Senate
floor.

Another reform bill is now making its way through the
Senate - a bill that would reregulate the financial services
industry with a few goals in mind:
- 1) Preventing failures of large banks and financial
services firms, or at least insulating taxpayers and the
economy in such an emergency
- 2) Creating a new financial watchdog agency to
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protect consumers
- 3) Tightening regulations on derivatives
- 4) Banning banks from proprietary trading (with the
&quot;Volcker Rule&quot;)
- 5) Increasing transparency1,2,3

Anger on Main Street, while palpable, won't pass these
reforms. In the Senate, Democrats are largely driving
them; Republicans want to see them altered. Let's look at
them briefly.

The bailout issue. The bill introduced by Senate
Banking Committee Chairman Chris Dodd (D-CT) would
set up an &quot;orderly liquidation fund&quot; - $50
billion deep - to help the federal government wind down
any big banks that threaten to go belly up.
3

Senate Republicans argue that this would amount to a
permanent &quot;bailout fund&quot; that would implicitly
encourage federal bank rescues. Some Republicans
think it perpetuates the &quot;too big to fail&quot;
mentality.
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A group of Congressional Democrats have introduced the
S.A.F.E. Banking Act, which would cap bank size: no
U.S. bank or bank holding company could hold more than
10% of the country's insured deposits. The S.A.F.E. Act
would also hold the amount of non-deposit liabilities at
financial institutions at 2% of GDP for banks, and set a
6% leverage limit for bank holding companies.4

The proposed new Bureau. The reform bill proposes
creating a Bureau of Consumer Financial Protection,
possibly as an offshoot of the Federal Reserve. It would
watch over banks and credit unions with $10 billion or
more in assets, as well as major investment firms and
mortgage lenders apart from the banking industry. In
addition to trying to protect people from predatory or
discriminatory practices, the BCFP would also seek to
better inform consumers via an Office of Financial
2 Skeptics see this
Literacy.
as another multibillion-dollar layer of bureaucracy, a
&quot;fifth wheel&quot; whose mission could just as well
be handled by an augmented Fed.

Crackdowns on derivatives & proprietary trading. Ah
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yes, derivatives - those investments no one really
understood. Or watched closely. The reform bill would
require banks to build a wall between their derivatives
trading and their commercial banking operations - in
other words, the &quot;Volcker Rule&quot; would be the
law. Well, banks do make a lot of money through
proprietary trading in their own accounts. In late April, JP
Morgan analysts concluded that if the Volcker Rule went
into effect, the six biggest global investment banks would
need $85 billion more to capitalize the new investment
banking divisions they would need to create. According to
the JPMorgan scenario, Deutsche Bank would have to
grab $26 billion alone and BNP Paribas would have to
come up with $21.1 billion.
5

A better understanding for all? If the reforms become
law, regulators would work to make the &quot;fine
print&quot; that comes with a credit card, a mutual fund
or a mortgage product clearer, so that fees and other
quietly assessed charges would become easier to
understand. Hedge funds would have to register with the
federal government. Certain Democrat-driven
amendments would even demand more transparency at
the Federal Reserve. As Sen. Bernard Sanders [I-VT]
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remarked in late April, &quot;During the bailout, the Fed
lent trillions of dollars at zero or near-zero interest rates
to large financial institutions. During the Budget
Committee hearing, I asked Chairman Bernanke who
received that money, [and] he refused to tell us.&quot;

A new chapter, or a whole new book? You could argue
- convincingly - that a loosely regulated Wall Street
caused or least exacerbated the &quot;Great
Recession&quot;. In the aftermath of that downturn, we
may see the biggest rewrite of financial rules and
regulations since the Great Depression coming before
2010 ends.
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COULD A ROTH IRA CONVERSION AFFECT
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A STUDENT’S FINANCIAL AID?
Run the numbers, because the answer could be
&quot;yes.&quot;

An underreported story. In 2010, we have a wave
of IRA owners converting traditional IRAs to
Roths. There are all kinds of compelling reasons
to make that move. Yet for some IRA owners,
the conversion may have an unintended
consequence: it may reduce their son or
daughter's chances for college financial aid.
A Roth conversion will increase your taxable
income. As some scholarships, grants and
loans are awarded based on income levels, a big
jump in adjusted gross income (AGI) could
potentially jeopardize them. This can be a
problem if you're a &quot;millionaire next
door&quot; who wants your kids to exploit
financial aid as much as possible.
That income must be recorded on the FAFSA.
Universities commonly use the Free Application
for Federal Student Aid (FAFSA) as a test to
determine whether a student is eligible for
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grants, loans and some scholarships. The
FAFSA is all about family income - factors like
net worth and invested assets don't come into
play. Mom and Dad's higher AGI could mean
lower levels of financial aid, because the income
boost from the Roth conversion will make it look
like Mom and Dad can now shoulder a greater
percentage of education costs.1,2

A New York Times article offered an
example. Take a hypothetical family of four
with total 2010 income of $75,000 and one
college student. For every $10,000 of taxable
income stemming from a Roth conversion,
the parents' expected annual contribution to
that student's education would go up by
$3,200 in a FAFSA estimate.
1

In April, Mark Kantrowitz (publisher of
FastWeb.com, an online scholarship
directory) told Financial Advisor
Magazine that the Department of
Education had requested universities to
recognize the effect of 2010 Roth
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conversions on family incomes. No
evidence suggests colleges are doing
this en masse.
2

Financial aid decisions are often
based on multiple years of income.
Keep this in mind. IRA owners who go
Roth this year are well aware that they
may divide taxes on the conversion
across the 2011 and 2012 tax years.
Well, that decision may affect family
incomes for those years, and possibly
chances at student loans, grants and
scholarships through 2013.1

If your kids are young, time is on
your side. If your children are a few
years or more away from college,
you can make a Roth conversion
without having to worry about its
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impact on FAFSA applications.
Any potential Roth IRA conversion
should be analyzed for its impact
on other aspects of your family's
financial life. The impact on college
financial aid is but one factor to
consider. The potential long-term
benefits of a Roth IRA conversion
are considerable. Confer with a
financial consultant to see if the
decision is appropriate before you
elect to make the move.
Citations.
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THE 47% CONTROVERSY
Half of Americans aren't paying
federal income taxes. Is that right?

A provocative statistic. Last July,
the nonpartisan Tax Policy Center
(a joint venture of the Urban
29 / 133

All Blog Entries

Institute and the Brookings
Institution) estimated that 47% of
Americans would not owe a penny
to the IRS for tax year 2009.1
The White House has projected the
federal deficit at $1.6 trillion for
2010 - that's about 10.6% of our
GDP, a percentage unseen since
the 1940s. So is it fair to the nation
that so many Americans are legally
avoiding federal income taxes?2

A major reason? Refundable tax
credits. The Making Work Pay
credit and other tax cuts
accompanying the federal
stimulus gave millions more of
us a refund this time around. If
these credits hadn't appeared,
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the TPC says 38% of us still
wouldn't have owed federal
income tax for 2009, thanks to
assorted variables - astute tax
planning, low taxable income,
and other factors.1

People who assume the rich
are dodging taxes are
misinformed. The TPC found
that only about 1.5% of those
with taxable incomes of $1
million or more owed no
federal income tax for 2009.
For those with taxable incomes
from $500,000-$1,000,000, the
estimate rises to just 2%.3
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If you made between
$75,000-100,000 in taxable
income in 2009, you may
have been in the lucky 9.2%
who the TPC says didn't owe
anything to the IRS. In
contrast, it figured that 61.8%
of taxpayers who earned
$20,000-30,000 last year and
47.5% of those with taxable
incomes from $30,000-40,000
had no federal tax liability.3

Can you bring the deficit
down without new or
excessive taxes? Good
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question. At first glance, it
may seem impossible. The
Treasury, however, has a
plan to do it, and it looks
like this: cut war spending
by $250 billion, save
another $252 billion by
letting tax cuts sunset for
couples making more than
$250,000 yearly, collect
$331 billion in bank fees,
and save $105 billion from a
selective federal spending
freeze. This could shrink
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the deficit to around 3% of
GDP, which the Treasury
feels is bearable.4

Of course, bipartisan
politics might get in the
way. Higher federal
income taxes (and new
kinds of taxes) seem to be
looming in the future; as
for legislators figuring out
a way to spare us from
them, that would seem a
longshot.
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Citations.

1

taxpolicycenter.org/publicatio
ns/url.cfm?ID=1001289
[7/2/09]

2

reuters.com/article/idUSTRE6
3C09I20100413 [4/12/10]
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usatoday.com/news/opinion/
editorials/2010-04-16-editorial
16_ST_N.htm [4/16/10]
2

cnbc.com/id/36432254
[4/13/10]
4

This material was prepared by
Peter Montoya Inc., not the
named Representative nor
Broker/Dealer, and should not
be construed as investment
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advice. Neither the named
Representative nor
Broker/Dealer gives tax or
legal advice. All information is
believed to be from reliable
sources; however, we make
no representation as to its
completeness or accuracy.
The publisher is not engaged
in rendering legal, accounting
or other professional services.
If other expert assistance is
needed, the reader is advised
to engage the services of a
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competent professional.
Please consult your Financial
Advisor for further
information. www.
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HOW WILL
OBAMACARE AFFECT
YOUR SMALL
BUSINESS?

Will
health care reform mean
headaches ... or hidden
dividends?

Increased costs or
savings in years to come?
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What do the federal health
care reforms mean for
your company? Will they
lead to thousands of
dollars in extra costs and
more paperwork? Or will
federal subsidies make
this a &quot;game
changer&quot; for small
companies that have
struggled to provide
insurance plans?
If you employ 50 or more,
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you will face a major
choice. Businesses with
50 or more employees will
have a choice beginning
in 2014: they can sponsor
a health plan for 100% of
their workers (even those
signed up for
government-subsidized
health insurance) or pay
$750 per worker in
penalties to the federal
government.1
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A business might opt to
take the penalty and do
away with health
insurance. Paying the
annual penalty might be
cheaper. So that would
leave the employees
uninsured, and they
would have to go to state
health plan exchanges to
buy health coverage that
could be more
expensive.
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Some analysts warn that
another macroeconomic
effect might result years of high
unemployment. They
think that increased
insurance costs will
discourage business
hiring in the next decade.
The new reforms don't
put any caps on health
insurance premiums.
Insurers have every
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reason to hike rates
before the new insurance
markets come around in
2014 with added
2
competition.

If you employ 25-49
people, you won't face
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this choice. The
government won't
require companies with
fewer than 50 employees
to offer health insurance
starting in 2014, and
therefore these
companies won't have to
contend with possible
fines like their big
brothers. But while firms
with 50 or fewer workers
would be exempt from
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coverage provisions,
they will still have to
contend with rising
1,3
premiums.

A major tax credit for
smaller firms and
solopreneurs. If you
employ less than 25 or
are self-employed, you
may find that the
healthcare reforms
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bring you tax relief.
Beginning in 2010,
companies with less
than 25 employees that
pay the majority of
health care premiums
for their workers qualify
for a tax credit up to
35% of their premiums.
(In 2014, that credit
could be as great as
50% of premiums if you
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arrange insurance via
one of the Small
Business Health
Options Programs, or
SHOP Exchanges). The
tax break you get will
depend on a couple of
variables: the number
of employees you have
and their average
salary.2
However, this tax
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break won't be offered
to sole
proprietorships. That
factor may encourage
you to incorporate or
2
become an LLC.
If you own a smaller
company, insurance
might become
cheaper. The idea is
that small businesses
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can pool together in
the SHOP Exchanges
and negotiate
insurance coverage
as a group. Greater
buying power implies
lower premium costs
(in theory).
Businesses with 100
or fewer workers can
jump into a state
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SHOP Exchange pool
starting in 2014;
states may choose to
limit the pools to
firms with 50 or fewer
employees through
4
2016.
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The non-partisan
Congressional Budget
Office estimates that
the SHOP Exchanges
would lower annual
premiums for these
businesses by 1-4%
with a 3% increase in
the amount of
coverage. That could
mean a savings of
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more than $10 billion
1,4
nationally.

If you work for yourself,
you will likely be able to
53 / 133

All Blog Entries

take advantage of
government health care
subsidies in 2014. If
you are self-employed
in 2014 and earn less
than four times the
poverty level, you can
qualify for these
subsidies. (To give you
some idea, in 2010
400% of the poverty
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level comes to $88,200
2
for a family of four.)

Some notes for 2011.
In 2011 as a result of
the new law, a
business will have to
report the value of an
employee's health
care coverage on
W-2 forms. Many
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companies provide
coverage for
employee
dependents not
enrolled in other
employer-based
health plans up to
age 22 or 23; next
year, that age limit
will rise to 26. All
lifetime caps on
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insurance policies
offered through
employer-sponsored
plans will be
eliminated in 2011.
Penalties will
increase for the
misuse of HSA
funds, and workers
with FSAs and HSAs
will not be
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reimbursed for
money used for
over-the-counter
5
drug purchases.
Citations.

1
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cbsnews.com/stories/2
010/03/23/eveningnew
s/main6326955.shtml
[3/23/10]

2

usatoday.com/money/
smallbusiness/columni
st/abrams/2010-03-2659 / 133
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what-health-care-refor
m-means_N.htm
[3/26/10]

4 usatoday.com/news/

washington/2010-03-2
5-healthqa_N.htm
[3/25/10]
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4 money.cnn.com/2010

/03/22/smallbusiness/s
mall_business_health_
reform/ [3/22/10]

5

money.cnn.com/2010/
03/26/news/economy/
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health_care_changes_
to_employer_benefits/i
ndex.htm [3/26/10]

This material was
prepared by Peter
Montoya Inc., not the
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named Representative
nor Broker/Dealer, and
should not be
construed as
investment advice.
Neither the named
Representative nor
Broker/Dealer gives
tax or legal advice. All
information is believed
to be from reliable
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sources; however, we
make no
representation as to its
completeness or
accuracy. The
publisher is not
engaged in rendering
legal, accounting or
other professional
services. If other
expert assistance is
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needed, the reader is
advised to engage the
services of a
competent
professional. Please
consult your Financial
Advisor for further
information.
April
5, 2010
Posted by
65 / 133

All Blog Entries

admin
|
Untagged

66 / 133

All Blog Entries

WHAT DO YOU DO
WITH SUDDEN
WEALTH?
You're suddenly
rich. Now what?
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What's the plan when
you have a windfall?
Through luck,
inheritance, talent, or
legal decisions, some
people receive
&quot;sudden
wealth&quot; - a lump
sum of money that is
at least several times
their annual income.
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Sometimes people
think that the money
will solve all of their
problems. But if they
aren't careful, it can
create entirely new
ones.

Sudden wealth often
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comes with emotional
baggage attached to it.
If you're suddenly
wealthy, you may
experience degrees of
fear, guilt, anxiety and
even paranoia in the
months following your
good fortune. As
Dennis Pearne, Ed.D.,
author of The
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Challenges of Wealth
notes, sudden wealth
&quot;changes what
you can do, what you
no longer have to do,
where you can
live&quot; and other
aspects of your life
that seem set in stone.
&quot;So much
changes so fast that it
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can be terribly
overwhelming, and
some people go into
money shock.&quot;
1

We've all heard stories
about people who won
the lottery and ended
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up broke. In fact, you
may have seen stories
on TV or in magazines
or newspapers about
people who lost
sudden fortunes in a
matter of years, or let
wealth wreck their
families. It seems
incredible, but it
happens.
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So, how does it
happen? And how can
you avoid it?

Rule #1: get financial
guidance from a
qualified source. You
would think that
anyone who receives
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a six-figure or
seven-figure check
would immediately talk
to a financial
professional. But that
is not always the case.

Some people put it on
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their &quot;to-do
list&quot; ... and then
go out and do other
things with the money.
Some never bother to
seek qualified advice
at all. Instead, they
listen to relatives or
neighbors.
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The problem is,
sometimes these
relatives or neighbors
- Have never had
great amounts of
money and do not
understand the
responsibilities that
come with it
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- Only see wealth
in terms of material
things and purchases
- Would like to
vicariously live out
their fantasies as a
byproduct of your
good fortune
- Urge you to take
chances (risks) with
your money
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- Assume that you
are &quot;set for
life&quot;
- Want you to look
at wealth from their
mentality, or want you
to associate with their
shady lifestyle
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While your relatives
and neighbors may
mean well, they are
likely not financial
advisors. In fact, some
advisors aren't well
equipped to consult
people with sudden
wealth either.
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Rule #2: find a
financial advisor
familiar with the
issues surrounding
sudden wealth.
Ideally, you want
someone who has
consulted people in a
similar situation. This
is because sudden
wealth is truly a
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special circumstance.
It's not just a matter of
putting more money in
bank accounts or
investment accounts.
Sudden wealth can
mean a whole lifestyle
shift - a new address,
a new reason to get up
in the morning, or
maybe new questions
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about what to do with
your life. Your loved
ones may not look at
the money the same
way you do, and there
needs to be harmony.

If you come into
sudden wealth, do
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yourself a favor and
pause. Find an
advisor who has
consulted people who
have come into
money. Ask him or her
to help you put
together a team because you may
need one. Many
millionaires and
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quasi-millionaires have
financial professional,
CPAs, and estate
planning attorneys
working for them working in a unified
effort to help them
manage their money,
reduce their taxes,
make charitable gifts
and arrange
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inheritances for their
heirs.

Any new millionaire, or
near-millionaire,
should strive to make
newfound wealth grow
and last. To do that,
you need an
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investment plan that
makes sense in the
long run and makes
you feel comfortable.
You also need to plan
to defer or reduce
taxes and risks to your
wealth - and when you
are a new millionaire,
you're looking at a
level of taxation and
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potential risk most
people will never
experience.

So if you find yourself
with sudden wealth,
plan. Instead of acting
on impulse, act with
intent and purpose.
88 / 133

All Blog Entries

Meet with a qualified
advisor to learn about
your options and to
establish financial
priorities.

Citations.
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1articles.moneycentral.

msn.com/Retirementa
ndWills/EscapeTheRat
Race/YoureSuddenlyR
ichBummer.aspx
[8/1/08]
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Not FDIC/NCUA Insured

Not Bank/Credit Union G

May Lose Value
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Not Insured by any Fed

Not a Bank Deposit
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This was prepared by
Peter Montoya Inc.,
not the named
Representative nor
Broker/Dealer, and
should not be
construed as
investment advice.
Neither the named
Representative nor
Broker/Dealer gives
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tax or legal advice. All
information is believed
to be from reliable
sources; however, we
make no
representation as to its
completeness or
accuracy. The
publisher is not
engaged in rendering
legal, accounting or
94 / 133

All Blog Entries

other professional
services. If other
expert assistance is
needed, the reader is
advised to engage the
services of a
competent
professional. Please
consult your Financial
Advisor for further
information.
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Pew Study Finds
States Face $1
Trillion Shortfall in
Retiree Benefits
Washington, D.C. 97 / 133
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02/18/2010 - There
was a $1 trillion gap at
the end of fiscal year
2008 between the
$2.35 trillion states
had set aside to pay
for employees'
retirement benefits
and the $3.35 trillion
price tag of those
promises, according to
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a new report released
by the Pew Center on
the States. The
shortfall, which will
have to be paid over
the next 30 years by
state and local
governments, amounts
to more than $8,800
for every household in
the United States.
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The figures detailed in
Pew's report, &quot;T
he Trillion Dollar Gap
,&quot; include
pension, health care
and other non-pension
benefits promised to
both current and future
retirees in states' and
participating localities'
public sector
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retirement systems.
Pew's numbers likely
underestimate the bill
coming due because
the most recent
available data do not
account for the second
half of 2008, when
states' pension fund
investments were
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particularly affected by
the financial crisis.
Additionally, most
states' accounting
methods spread the
investment declines
over a period of
time-meaning states
will be dealing with
their losses for several
years.
102 / 133

All Blog Entries

&quot;While the
economic crisis and
drop in investments
helped create it, the
trillion dollar gap is
primarily the result of
states' inability to save
for the future and
manage the costs of
their public sector
retirement
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benefits,&quot; said
Susan Urahn,
managing director,
Pew Center on the
States. &quot;The
growing bill coming
due to states could
have significant
consequences for
taxpayers-higher
taxes, less money for
104 / 133

All Blog Entries

public services and
lower state bond
ratings. States need
to start exploring
reforms.&quot;
To help policy makers
and the public
understand these
challenges, Pew
assessed all 50 states
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on how well they are
managing their public
sector retirement
benefit obligations.
In fiscal year 2008,
states' pension plans
had $2.8 trillion in
long-term liabilities,
with more than $2.3
trillion reserved to
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cover those costs.
Overall, states'
pension systems were
84 percent
funded-above the 80
percent funding level
recommended by
experts. Still, the
unfunded portion-$452
billion-is substantial,
and states'
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performance is down
slightly from an 85
percent combined
funding level in fiscal
year 2006. Pension
liabilities have grown
by $323 billion since
2006, outpacing asset
growth by almost $87
billion.
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Retiree health care
and other non-pension
benefits, such as life
insurance, create
another huge bill
coming due: a $587
billion total liability to
pay for current and
future benefits, with
only $32 billion-or just
over 5 percent of the
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cost-funded as of
fiscal year 2008. Half
of the states account
for 95 percent of the
liability. Because of a
2004 Governmental
Accounting Standards
Board rule, the full
range of non-pension
liabilities was officially
reported in fiscal year
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2008 for the first time
across all 50 states.
In spite of the large
and growing shortfall
and the variation
among states,
momentum for policy
reform is building
nationwide. Fifteen
states passed
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legislation to reform
their state-run
retirement systems in
2009 compared to 12
in 2008 and 11 in
2007. Reforms largely
fell into five categories:
(1) keeping up with
funding requirements;
(2) reducing benefits
or increasing the
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retirement age; (3)
sharing the risk with
employees; (4)
increasing employee
contributions; and (5)
improving governance
and investment
oversight.
With legal restrictions
in most states on
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reducing pensions for
current employees, the
majority of changes in
the past two years
affect new employees.
Ten states increased
the contributions that
current and future
employees make to
their own benefit
systems, while ten
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states lowered
benefits for new
employees or set in
place higher
retirement ages or
longer service
requirements.
&quot;A growing
number of policy
makers recognize that
115 / 133

All Blog Entries

their states' fiscal
health depends on
how well they manage
the bill coming due for
public sector
retirement
benefits,&quot; said
Urahn. &quot;We are
seeing more and more
states explore policy
reforms aimed at
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putting their systems
on stronger fiscal
footing.&quot;
&quot;The Trillion
Dollar Gap&quot;
identified significant
variations in how
states are managing
their employee retiree
benefits:
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Pension benefits
- Sixteen states
were deemed solid
performers, 15 were in
need of improvement
and 19 states were
flagged for serious
concerns.
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- States like
Florida, Idaho, New
York, North Carolina
and Wisconsin all
entered the current
recession with fully
funded pensions, and
were rated top
performers by Pew.
- In 2000, just over
119 / 133

All Blog Entries

half the states had
fully funded pension
systems. By 2006, that
number had shrunk to
six states. By 2008,
only four-Florida, New
York, Washington and
Wisconsin- could
make that claim.
- In eight
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states-Connecticut,
Illinois, Kansas,
Kentucky,
Massachusetts,
Oklahoma, Rhode
Island and West
Virginia-more than
one-third of the total
pension liability was
unfunded. Two
states-Illinois and
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Kansas-had less than
60 percent of the
necessary assets on
hand.
Health care and
other non-pension
benefits
- Nine states were
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deemed solid
performers, having
enough assets to
cover at least 7.1
percent-the 50-state
average-of their
non-pension liabilities.
Only two states-Alaska
and Arizona- had 50
percent or more of the
assets needed.
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- Forty states were
classified as needing
improvement, having
set aside less than 7.1
percent of the funds
required. Twenty of
these have no assets
on hand to cover their
obligations. (Nebraska
does not provide
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estimates of its retiree
health care or other
benefit obligations and
did not receive a
grade.)
- Only four states
contributed their entire
actuarially required
contribution for
non-pension benefits
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in 2008: Alaska,
Arizona, Maine and
North Dakota.

About the
Methodology
Pew's analysis is
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based on data from
states' own
Comprehensive
Annual Financial
Reports, pension plan
system annual reports
and actuarial
valuations. Pew
researchers analyzed
the funding
performance of 231
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state-administered
pension plans and 159
state-administered
retiree health care and
other non-pension
benefit plans, which
include some
localities' and teacher
plans. States have
flexibility in how they
compute their
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obligations and
present their data, so
three main challenges
arise in comparing
their numbers:
whether and how they
smooth investment
gains or losses; when
they conduct actuarial
valuations; and what
assumptions they use
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for investment returns,
retirement ages and
other factors.
The Pew Center on
the States
is a
division of
The Pew Charitable
Trusts
that identifies and
advances effective
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solutions to critical
issues facing states.
Pew is a nonprofit
organization that
applies a rigorous,
analytical approach to
improve public policy,
inform the public and
stimulate civic life.
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