
The opinions expressed in this newsletter 
are for general information only and are 
not intended to provide specific advice 
or recommendations for any individual. 
To determine whether any of these 
strategies are appropriate for you, consult 
with your Cetera Investment Services 
advisor or your attorney, accountant or 
tax advisor before taking any action. 
Neither Cetera Investment Services nor 
any of its representatives may give legal 
or tax advice. Investment theories are 
provided as information only and are not 
endorsed by Cetera Investment Services. 
The information in this newsletter is not 
an offer or a solicitation of an offer to buy 
or sell any security. Advisory services may 
only be offered by Investment Adviser 
Representatives in connection with an 
appropriate Cetera Investment Services 
Advisory Services Agreement and disclosure 
brochure as provided.

There are two tax credits that may be 
used to reduce federal tax liabilities 
when one is paying college education 
expenses. The American Opportunity 
Credit is the more valuable, up to 
$2,500 per eligible student. The 
Lifetime Learning Credit is just $2,000 
and applies per tax return. The same 

student may not claim both credits in the same year. However, a parent with 
more than one student in college will be allowed to claim, for example, the 
American Opportunity Credit for one and the Lifetime Learning Credit for 
the other. The income limit is $90,000 for the American Opportunity Credit, 
$64,000 for the Lifetime Learning Credit (double those figures for marrieds 
filing jointly).

Up to 40% ($1,000) of the American Opportunity Credit is refundable, 
but none of the Lifetime Learning Credit is. The Lifetime Learning Credit 
is available for an unlimited number of years, which includes graduate 
school, but the American Opportunity Credit is limited to the first four 
years of college. Students must be enrolled at least half time to qualify for 
the American Opportunity Credit, but for just one or more courses for the 
Lifetime Learning Credit.

Finally, a felony drug conviction disqualifies the student for the American 
Opportunity Credit, but not for the Lifetime Learning Credit.

Just Ask Us

What is the difference 
between the American 
Opportunity Credit and 
the Lifetime Learning 
Credit?
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If something is worth $1, would you rather pay $1.44 for it, or would $0.65 be 
preferable?  That, in a nutshell, is a choice families must make as they prepare 
to pay for the cost of college education for children. Saving for college seems 
a daunting task, because the goals are so enormous.  But the alternative to 
saving is borrowing, which is by far the more expensive approach.

Even small savings can make a significant impact over time. Every dollar 
saved offsets a dollar that will have to be borrowed. More importantly,  

every dollar saved also earns additional income, which brings  
down the total cost.

The table on page two provides the monthly payments needed 
to accumulate $100,000 over different time periods and at 
different rates of return. For example, a monthly payment of 

$547 for ten years at an 8% return will do the job.  In contrast, 
the debt service on a $100,000 ten-year loan at 8% interest 

comes to $1,205 monthly.
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Savings plans

The growing problem of student 
loan debt has been much in the 
news lately. It’s been estimated that 
recent graduates owe over $1 trillion. 
One way to bring down debt for 
future scholars is to save more for 
college today. 

That’s the main subject of this issue 
of QuarterNotes. We also touch on 
the tax-preferred approaches to 
education funding.

On page 3 we review the troubling 
problem of exploitation of the 
elderly. We have additional informa-
tion on these topics. If you’d like 
some, just ask us!

What if . . .  
college funding is imperative?

What if 
you start  

early?
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What if . . . continued

The problem of 
exploitation of 
seniors

This is a true story, but the names have 
been changed.

Hilda Johnson owned a valuable 
farm. To save on estate taxes, she 
and her husband, Roy, created a 
limited partnership to own the 
farm. The couple and their son were 
general partners; the couple’s three 
daughters were limited partners. A 
trust was created for Hilda when Roy 
died, naming their accountant as the 
trustee to manage the rest of their 
assets. Later, when Hilda needed 
to have an operation, she gave the 
accountant a durable power of 
attorney.

Hilda suffered an injury in a car 
accident, which led to a physical 
decline and then a mental decline 
as she grew older. She began 
reporting conversations with 
deceased relatives and sometimes 
had trouble recognizing her children 
and grandchildren. At about this 
time, her children began to ask for 
and receive large checks from Hilda. 
Eventually, they just wrote the checks 
themselves and had her sign them.

The more serious financial 
exploitation began in 2002, when the 
daughters decided that it was time 
to sell the farm. A developer offered 
$1.7 million, then $3.5 million, then 
$5 million for the property, and the 
daughters obtained Hilda’s signature 
on a sales agreement. The son, the 
other general partner, did not want 
the sale to go forward, so he brought 
a lawsuit to block it, alleging Hilda 
was not competent to sign the 
contract. An independent appraisal 
of the farm that he obtained showed 
its fair market value to be $7.5 million. 

In the lawsuit the judge ruled that 
the sale could not proceed without 
the consent of both general partners, 
and he authorized the accountant 
to exercise Hilda’s duties as general 
partner.

Happy ending? Not quite yet. The 
farm was sold for $7.9 million to 
pay for Hilda’s continuing care and 
to provide liquidity to satisfy the 
requests of the limited partners. But 
two years later, the accountant was 
charged with stealing nearly a quarter 
of a million dollars from Hilda’s 
accounts and the trust. He pled guilty, 
was sentenced to six months in 
prison, and partially reimbursed Hilda 
for the theft.

Protecting aging parents

This story is told in more detail by 
attorney Matthew Christiansen 
in “Unconscionable Financial 
Exploitation of Elderly Persons 
With Dementia,” published in 
Marquette Elder’s Advisor. 
He recommends a four-
step process for reducing 
the potential for financial 
exploitation such as that 
Hilda suffered:

• expect worst-case 
scenarios;

• do advance planning;

• engage in periodic 
communication; and

• create layers of protection 
to guard against the 
worst-case scenarios.

Attorney Christiansen 
analyzes Hilda’s situation 
in some depth. He 
speculates that favoring 
the son as general partner, 
leaving the daughters as 
limited partners, may have 
contributed to their feeling 

“left out” of decisions and made them 
willing to accept a below-market bid 
for the farm. He notes that it was 
unwise to grant the accountant the 
power of attorney in addition to his 
responsibilities as trustee. This was 
the power that permitted his theft to 
occur undetected.

A better system of checks and 
balances was needed for Hilda’s 
finances, says Christiansen.

Generalizing the problem

Not every family has a multimillion- 
dollar farm to be concerned about, 
but fraud and abuse of the elderly can 
happen in any family.  Precautions are 
in order. Taking care of aging parents 
is not a new phenomenon, yet it is 
new for each generation. From fraud 
prevention to financial management 
during retirement, we have ideas that 
we’d be happy to share with you.  
Call on us!

Higher projected returns reduce 
the amount of needed savings—if, 
for example, that 8% is boosted to 
10% on the ten-year saving plan, the 
monthly payment drops by over 10%, 
to $488.  But an even more dramatic 
reduction can be accomplished by 
saving for 15 years instead of ten—
the payment falls to a much more 
manageable $289 at an 8% return.

Two things happen when the saving 
period is extended.  First, each 
payment is smaller because there are 
more of them.  Just as important, the 
early payments have much 
longer to compound, 
to grow to meet the 
financial need.

These illustrations 
do not take into 
account taxes or the 
transaction costs of 
building a college fund. 
There are tax-preferred 
opportunities for eliminating 
the tax drag on education 
savings.

The Coverdell Education Savings 
Account (CESA) permits $2,000 
to be set aside each year for the 
future scholar. A grandparent with 
five grandchildren could contribute 
$2,000 for each of them, totaling 
$10,000 annually, as the limit applies 
at the beneficiary level, not the donor 
level. No deduction is permitted for 
the contribution, but earnings are 

tax deferred, and potentially tax 
free if used for qualified education 
expenses. Caveat: Income limits apply 
on who is permitted to contribute  
to CESAs.

Section 529 plans allow for larger 
annual contributions, and there are 
no income limits on the donors. As 
with CESAs, contributions are not 
deductible; earnings accumulate 
without taxes; and withdrawals are 
tax free if used for qualified education 
expenses. The investments in these 
plans are professionally managed 
to match the target date for the 
anticipated need for education 
funding.

Each of these choices is subject to 
special rules for achieving the tax 

objectives. Please bring your 
questions on these plans to 

us, if you would like more 
information.

The two elements of 
building a college fund 
are saving and investing. 
Developing a saving 

discipline is up to you. 
Devising an investment 

strategy for your savings is where we 
come in. We can provide guidance on 
meeting your accumulation targets 
within your tolerance for risk. 

Whenever you have questions about 
your financial management, please 
make us your first call.

What if  
you need 

professional 
advice?

What if 
there are tax  

benefits?

 What if your goal is $100,000? 

Monthly payment needed to save $100,000 (and total payments)

Years of saving at 4% at 8% at 10%

5 years $1,508 ($90,480) $1,361 ($81,658) $1,291 ($77,482)

10 years $679 ($81,480) $547 ($65,593) $488 ($58,560)

15 years  $406 ($64,960) $289 ($51,107) $241 ($43,429)

Borrowing: $145,593

Investing: $65,593

▲

▲

What is the “cost” of a 
$100,000 education?

Saving and investing for college 
instead of relying exclusively on 
loans could cut total costs in half.

Assumptions: 8% interest rate 
and level payments over a  
ten-year period.

Before investing in a 529 plan, investors should carefully consider whether the 
investor’s or beneficiary’s home state offers any state tax or other benefits available 
only from that state’s 529 plan.
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exploitation of 
seniors

This is a true story, but the names have 
been changed.

Hilda Johnson owned a valuable 
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trustee to manage the rest of their 
assets. Later, when Hilda needed 
to have an operation, she gave the 
accountant a durable power of 
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Hilda suffered an injury in a car 
accident, which led to a physical 
decline and then a mental decline 
as she grew older. She began 
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deceased relatives and sometimes 
had trouble recognizing her children 
and grandchildren. At about this 
time, her children began to ask for 
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two years later, the accountant was 
charged with stealing nearly a quarter 
of a million dollars from Hilda’s 
accounts and the trust. He pled guilty, 
was sentenced to six months in 
prison, and partially reimbursed Hilda 
for the theft.
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This story is told in more detail by 
attorney Matthew Christiansen 
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Exploitation of Elderly Persons 
With Dementia,” published in 
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He recommends a four-
step process for reducing 
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Hilda suffered:
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contributed to their feeling 
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for the farm. He notes that it was 
unwise to grant the accountant the 
power of attorney in addition to his 
responsibilities as trustee. This was 
the power that permitted his theft to 
occur undetected.

A better system of checks and 
balances was needed for Hilda’s 
finances, says Christiansen.

Generalizing the problem

Not every family has a multimillion- 
dollar farm to be concerned about, 
but fraud and abuse of the elderly can 
happen in any family.  Precautions are 
in order. Taking care of aging parents 
is not a new phenomenon, yet it is 
new for each generation. From fraud 
prevention to financial management 
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Higher projected returns reduce 
the amount of needed savings—if, 
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10% on the ten-year saving plan, the 
monthly payment drops by over 10%, 
to $488.  But an even more dramatic 
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saving for 15 years instead of ten—
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Two things happen when the saving 
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There are tax-preferred 
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$2,000 for each of them, totaling 
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at the beneficiary level, not the donor 
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Developing a saving 

discipline is up to you. 
Devising an investment 

strategy for your savings is where we 
come in. We can provide guidance on 
meeting your accumulation targets 
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Whenever you have questions about 
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$100,000 education?

Saving and investing for college 
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ten-year period.
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only from that state’s 529 plan.



The opinions expressed in this newsletter 
are for general information only and are 
not intended to provide specific advice 
or recommendations for any individual. 
To determine whether any of these 
strategies are appropriate for you, consult 
with your Cetera Investment Services 
advisor or your attorney, accountant or 
tax advisor before taking any action. 
Neither Cetera Investment Services nor 
any of its representatives may give legal 
or tax advice. Investment theories are 
provided as information only and are not 
endorsed by Cetera Investment Services. 
The information in this newsletter is not 
an offer or a solicitation of an offer to buy 
or sell any security. Advisory services may 
only be offered by Investment Adviser 
Representatives in connection with an 
appropriate Cetera Investment Services 
Advisory Services Agreement and disclosure 
brochure as provided.

There are two tax credits that may be 
used to reduce federal tax liabilities 
when one is paying college education 
expenses. The American Opportunity 
Credit is the more valuable, up to 
$2,500 per eligible student. The 
Lifetime Learning Credit is just $2,000 
and applies per tax return. The same 

student may not claim both credits in the same year. However, a parent with 
more than one student in college will be allowed to claim, for example, the 
American Opportunity Credit for one and the Lifetime Learning Credit for 
the other. The income limit is $90,000 for the American Opportunity Credit, 
$64,000 for the Lifetime Learning Credit (double those figures for marrieds 
filing jointly).

Up to 40% ($1,000) of the American Opportunity Credit is refundable, 
but none of the Lifetime Learning Credit is. The Lifetime Learning Credit 
is available for an unlimited number of years, which includes graduate 
school, but the American Opportunity Credit is limited to the first four 
years of college. Students must be enrolled at least half time to qualify for 
the American Opportunity Credit, but for just one or more courses for the 
Lifetime Learning Credit.

Finally, a felony drug conviction disqualifies the student for the American 
Opportunity Credit, but not for the Lifetime Learning Credit.
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QuarterNotes is written by The Merrill Anderson Company.  
Cetera Investment Services LLC and The Merrill Anderson Company are not affiliated.

Securities and insurance products are offered through Cetera Investment Services LLC 
(doing insurance business in CA as CFGIS Insurance Agency), member FINRA/SIPC. 
Advisory services are offered through Cetera Investment Advisers LLC. Neither firm is 
affiliated with the financial institution where investment services are offered. Investments 
are: • Not FDIC/NCUSIF insured • May lose value • Not financial institution guaranteed • 
Not a deposit • Not insured by any federal government agency. Advisory services may only 
be offered by investment adviser representatives.

Second Quarter 2015

Continued on next page

If something is worth $1, would you rather pay $1.44 for it, or would $0.65 be 
preferable?  That, in a nutshell, is a choice families must make as they prepare 
to pay for the cost of college education for children. Saving for college seems 
a daunting task, because the goals are so enormous.  But the alternative to 
saving is borrowing, which is by far the more expensive approach.

Even small savings can make a significant impact over time. Every dollar 
saved offsets a dollar that will have to be borrowed. More importantly,  

every dollar saved also earns additional income, which brings  
down the total cost.

The table on page two provides the monthly payments needed 
to accumulate $100,000 over different time periods and at 
different rates of return. For example, a monthly payment of 

$547 for ten years at an 8% return will do the job.  In contrast, 
the debt service on a $100,000 ten-year loan at 8% interest 

comes to $1,205 monthly.
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of QuarterNotes. We also touch on 
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On page 3 we review the troubling 
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