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The year 2009 saw several im-
portant changes, some of which 
may also affect you in 2010. 

Suspension of RMDs 

One of the biggest changes for 
2009 actually stemmed from a 2008 piece of 
legislation that suspended the rules requiring 
individuals older than 70½ to make withdraw-
als from certain retirement accounts. The one-
year moratorium on required minimum distri-
butions (RMDs) applies to 2009 only.  

Without this suspension, individuals who 
reached age 70½ before 2009 would gener-
ally be required to take 2009 RMDs by De-
cember 31, 2009. Individuals who turned age 
70½ during 2009 would generally have until 
April 1, 2010, to take 2009 RMDs--but the 
suspension applies to these individuals as 
well. The suspension of RMDs for 2009 also 
applies if you're the beneficiary of an inherited 
IRA or employer retirement account. Normal 
RMD rules apply for 2010. 

American Recovery and Reinvestment Act 
of 2009 (ARRA) 

In addition to extending several expiring tax 
provisions, this legislation made some  
changes, including the following: 

!" A new "Making Work Pay" tax credit was 
established for 2009 and 2010. This 
credit is equal to 6.2% of earned income, 
up to $400 ($800 in the case of a married 
couple filing jointly). The credit is phased 
out for higher-income individuals. 

!" The Hope education tax credit was ex-
panded for 2009 and 2010, and renamed  
the American Opportunity Tax Credit. 
With an increased annual limit per stu-
dent of $2,500, the expanded credit cov-
ers the first four years of post-secondary 
education, with up to 40% of the credit 
refundable. 

!" Up to $2,400 of unemployment compen-
sation benefits received in 2009 are  

excluded from gross income for 
federal income tax purposes. 

Energy-related tax changes 

ARRA also created, extended, 
and modified several tax incen-
tives to encourage the efficient 

use of energy sources and the development 
of energy-related technology. Among other 
things, the legislation: 

!" Increased the lifetime tax credit cap for 
energy-efficient home improvements from 
$500 to $1,500 (for 2009 and 2010). 

!" Removed the separate $200 credit cap 
on window upgrades (the $1,500 lifetime 
cap applies, though). 

!" Removed the credit cap on qualified geo-
thermal heat pumps, solar hot water heat-
ers, and small wind energy property 
(through 2016). 

Other changes 

!" A "first-time" homebuyer can qualify for a 
tax credit of up to $8,000 for the purchase 
of a qualified personal residence. 

!" A new government subsidy equal to 65% 
of COBRA premiums paid by eligible 
beneficiaries for up to nine months of 
health- care coverage was established. 
This subsidy was generally available to 
individuals whose employment was invol-
untarily terminated on or after September 
1, 2008, and before January 1, 2010. The 
subsidy was phased out for individuals 
with higher incomes. 

!" The "Cash for Clunkers" program pro-
vided cash vouchers to encourage con-
sumers to trade in older, less fuel-efficient 
vehicles for new vehicles that get better 
fuel economy. The government ended 
this program on August 24, 2009, as the 
program ran out of funds. 
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Hello Friends,

 As we prepare for the Holidays and
the end of the year, many of us
look back on what events
occurred, how they affected us and
how we can prepare for the New
Year. Needless to say, we were all
affected by the dramatic economic
changes of 2009 and many of us
need to rebuild and repair our
financial foundations. All of us
need to be ready for the changes
to our banking system and tax
structure that are sure to greet us
in 2010.If I can help you regain
some of the stability and order in
your lives that was reduced this
past year, let me know. I wish you
and yours a Happy and Healthy
Holiday season, and a prosperous
New Year. See you in 2010.

Cheers,

JP 
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Retirement: Does Your Withdrawal Strategy Need a Se cond Look?  

  

In its simplest terms, a withdrawal rate is the 
percentage you withdraw from an investment 
portfolio in any particular year. However, in 
retirement income planning, what's important 
is not just your withdrawal rate, but your sus-
tainable withdrawal rate.  

A sustainable withdrawal rate represents the 
maximum amount (expressed as either a dol-
lar amount or a percentage) that can be with-
drawn from your retirement assets each year 
with reasonable certainty that the portfolio will 
provide income for as long as it's needed (for 
example, throughout your lifetime). 

A commonly expressed rule of thumb states 
that your portfolio should last for your lifetime 
if you initially withdraw 4% of your balance 
(based on an asset mix of 60% stock and 
40% fixed income securities), and then con-
tinue withdrawing that same dollar amount 
each year, adjusted for inflation. However, this 
rule of thumb has been under increasing scru-
tiny, and like any rule of thumb, it may not 
apply to you.  

Why is it important? 

A sustainable withdrawal rate is critical to re-
tirement planning. Draw too heavily on your 
savings, especially in the early years, and you 
could run out of money too soon. Take too 
little, and you might needlessly deny yourself 
the ability to enjoy your money. You want to 
find a rate of withdrawal that gives you the 
best chance to maximize income over your 
entire retirement period. 

Withdrawal rates are based on a number of 
assumptions, including your living expenses, 
projected lifespan, risk tolerance, projected 
rates of return and inflation, asset allocation, 
taxes, and  whether you wish to leave a por-
tion of your estate to others. As you progress 
in retirement, you'll have empirical data 
against which you can evaluate these as-
sumptions. Plus, your investment horizon will 
be getting shorter. That's why it's important to 
periodically revisit your withdrawal strategy 
during your retirement to see if your assump-
tions are still accurate and whether your strat-
egy needs to be modified.  

Dealing with market volatility  

If you're currently withdrawing a fixed percent-
age of your investment portfolio each year, 
the amount you receive will fluctuate with the 
performance of your portfolio. Small changes 
may not significantly impact your lifestyle. But 
what if your portfolio suffers a serious decline 

due to a market downturn? Will you be able to 
meet your expenses with the reduced with-
drawal amount you'll be receiving? If you're 
currently withdrawing a fixed dollar amount 
each year, you may be able to meet your ex-
penses, but can your reduced portfolio con-
tinue to support that same dollar amount or 
will your assets be depleted much too soon? 

The converse of this is also true. If your port-
folio realizes a gain that's significantly greater 
than your assumptions, a fixed percentage 
withdrawal will provide you with more dollars 
than you had been taking. Do you need the 
additional income? If you're taking a fixed 
dollar amount each year, is it time to give 
yourself a raise? 

Market volatility may also lead you to consider 
changes in your asset allocation. If your port-
folio is down, you may be inclined to become 
more conservative to avoid additional losses; 
conversely, when your portfolio is up, you 
might contemplate becoming more bullish. But 
if your asset allocation is designed to produce 
sustainable long-term income, changes 
should be considered carefully and only im-
plemented as part of a disciplined strategy. 

Other factors to consider  

When you review your withdrawal strategy, 
make sure you consider the following: 

Inflation: Inflation erodes your buying power. If 
you've underestimated the inflation rate, you 
may need to increase your withdrawals. If 
your portfolio can't support additional with-
drawals, you'll need to reduce your expenses, 
or find another source of income (e.g., part-
time work) to maintain your lifestyle. If inflation 
is lower than you've anticipated, you may be 
able to withdraw less and prolong your portfo-
lio's income-producing ability. 

Lifestyle: You may find that your expenses 
during retirement decrease from your initial 
estimate as you travel less or downsize a 
home--or they may increase because of 
health care or other costs.  

Legacy: A decision to increase or decrease 
the amount you leave to heirs or charities can 
have a significant impact on your withdrawal 
strategy.  

Revisiting your withdrawal strategy will allow 
you to focus on changes that have occurred 
during your retirement and fine-tune your 
strategy going forward, helping to ensure your 
retirement will be a financially secure one. 

A sustainable 
withdrawal rate is 

critical to retirement 
planning. Draw too 

heavily on your 
savings, especially in 
the early years, and 
you could run out of 

money too soon. Take 
too little, and you 

might needlessly deny 
yourself the ability to 

enjoy your money.  
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A Gap Year: Taking Time Off Between High School and  College  

  

Parents may cringe at the 
thought of their child post-
poning college, even for a 
year. But the fact is some 
students just aren't ready 
for this big step. Maybe 
your child is a high 
achiever who is suffering 
from academic burnout, unsure what to study 
in college, or undecided about the best type of 
college setting. Or perhaps your child has 
struggled academically and needs a break 
before committing to a more rigorous college 
course load. Either way, while there is signifi-
cant parental and school pressure to go to 
college right away, the evidence is piling up 
that students who take a year off after high 
school are often the better for it.  

A small, but growing, trend 

According to high school guidance counselors 
and industry experts, the number of students 
taking time off between high school and col-
lege is growing in a small but measurable 
way. This period--commonly referred to as a 
"gap year"--is typically filled with a combina-
tion of travel, volunteering, internships, paid 
work, and other types of career exploration.  

The benefits of a well-planned gap year are 
widely seen as increased focus, maturity, and 
motivation, traits that can help students (and 
their parents) get their money's worth in col-
lege. In fact, these observations and the de-
sire to increase global awareness led Prince-
ton University to create the first institution-
based gap year program starting in the fall of 
2009; look for more colleges to follow suit.  

Planning, planning, and more planning 

A year at home on the couch playing video 
games isn't going to cut it. The key to a suc-
cessful gap year is finding something mean-
ingful to pursue, and that takes planning.  

Books and websites can give teens an idea of 
the opportunities available. For those who 
need help sifting through all the possibilities, 
there are gap year consultants, who, for a fee 
in the ballpark of $1,000 to $2,000, will guide 
students to reputable programs that match 
their goals.    

Gap year options 

There are virtually thousands of gap year op-
portunities, and students might combine them 
in any number of ways. Here are some ideas: 

 Travel: Traveling in the United States or 
abroad lets students explore new places, 
learn a new language, and experience new 
adventures, broadening their perspective.  

Volunteer work: Helping the environment, 
building houses for those less fortunate, and 
working with children are just some of the 
volunteer opportunities available here and 
abroad. In the United States, the AmeriCorps 
program (www.americorps.gov) provides stu-
dents with room and board and a small sti-
pend in exchange for service work. And more 
than 80 colleges now offer matching grants to 
students who earn an AmeriCorps stipend.  

Internships: Exploring one or more career 
fields of interest--even as an unpaid intern--
can be invaluable before starting college.  

Work: Whether students work near home or  
in some exotic locale, a job means extra funds 
for college. For example, working full-time for 
42 weeks (about 10 months) at federal mini-
mum wage ($7.25 per hour) would bring in 
about $12,180 before taxes. And earning a 
paycheck can help students appreciate the 
value of a dollar, as well as any college 
money contributed by parents.  

Academics: For students whose grades aren't 
as strong as they could be, a college prepara-
tory year showing an improved transcript 
might help gain admission to a better college.  

As students review their options, they should 
think about the big picture in terms of what 
they want to learn or do, where they want to 
live, and how much structure they want. 
Budget considerations are also a factor; some 
programs may be too expensive to pursue. 

But don't forget about college altogether 

Once students decide to take a gap year, it's 
tempting to postpone the college application 
process too. But applying to college now can 
be smart for a couple of reasons. First, stu-
dents generally have easier access to their 
guidance counselors and teachers for recom-
mendations while they're still in high school. 
Second, parents often feel better about a gap 
year if they know their child has a college spot 
waiting down the road. Students who are ac-
cepted now can simply contact the college 
and ask that their admission be deferred for a 
year, a request that most colleges are very 
receptive to and even encourage. 
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Ask the Experts 

  

  

 Prepared by Forefield Inc, 
Copyright 2009 

What is job-loss insurance? 

Two common forms of  
job-loss insurance are  
job-loss mortgage insurance 
and job-loss vacation  
insurance. Both types of  

insurance provide a benefit if you involuntarily 
lose your job.  

Job-loss mortgage insurance makes part or all 
of your monthly mortgage payments if you 
lose your job. The payments are usually made 
directly to the mortgage holder and typically 
cover principal and interest, as well as  
insurance and taxes if they're part of the  
regular mortgage payment.  

Beyond these basics, policy provisions vary 
widely. The length of coverage may be from 6 
months to a year or longer. In some cases, 
the benefits may not be enough to cover the 
full cost of your mortgage payment. Also, 
there may be a waiting period, such as 30 
days after you lose your job, before the policy 
kicks in.  

But even if you want this insurance, you may 
not be able to get it. The insurance applies 
only to mortgages on your primary residence. 
And, if you're a new employee, self-employed, 
or retired, you probably won't be able to buy 
this type of layoff insurance.   

What if you've paid for an expensive cruise or 
vacation to a tropical island, then learn that 
you're getting laid off from your job? If you 
have job-loss vacation insurance, you might 
be able to get reimbursed for the entire cost of 
the trip.  

Also known as layoff vacation insurance,  
job-loss vacation insurance is often sold as 
part of a travel insurance policy. It reimburses 
you if you involuntarily lose your job before 
taking your vacation.  

Policies and coverage provisions differ. For 
example, some policies may cover trip cancel-
lations due to job relocation, but may not 
cover layoffs. So be sure you understand the 
benefits and limitations before you buy  
job-loss vacation insurance. 

What is pet insurance? 

Insurers differ as to coverage of pre-existing 
conditions or diseases that some pets are 
prone to develop. Some policies, if renewed, 
may exclude coverage for a condition or  
illness for which the pet was previously 
treated. 

Generally, the cost of pet insurance is based 
on the benefits provided, the type of pet  
insured, and the pet's age. For example, pre-
mium costs will increase for policies with more 
benefits, a lower deductible, or for policies 
insuring an older pet.   

Pet insurance may be an efficient way to fit 
potential costs of pet care into your overall 
financial plan. If pet insurance isn't right for 
you, you might consider setting up an emer-
gency savings account for pet health care. 
Also, many vets will offer short-term financing 
for some expensive procedures. In any case, 
the best time to decide how you'll pay for your 
pet's medical expenses is before you acquire 
your pet. 

Pet insurance 
pays the cost 
of medical  
treatment and 
care of  
injured or sick 
pets. With  

continuing medical advancements, the cost of 
health care for pets has grown, increasing the 
popularity of pet insurance.  

Policies differ from company to company, but 
typically, pet insurance pays for some or all of 
the costs of medical care for a pet, less a de-
ductible. Some pet insurers pay the medical 
provider directly, while others reimburse the 
pet owner for out-of-pocket medical expenses.  

Most policies cover emergency visits, drugs, 
and lab tests. Some policies also cover the 
cost of emergency kenneling, spaying,  
neutering, and preventive care like heartworm 
medicine. A few policies even pay a stated 
amount if your pet is lost, stolen, or dies.  
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Janney Montgomery Scott LLC 
Financial Consultants are available to 
discuss the suitability and risks 
involved with various products and 
strategies presented. We will be 
happy to provide a prospectus, when 
available, and other information upon 
request.

Please note that the information 
provided includes reference to 
concepts that have legal, accounting 
and tax implications. It is not to be 
construed as legal, accounting or tax 
advice, and is provided as general 
information to you to assist in 
understanding the issues discussed. 
Neither Janney Montgomery Scott 
LLC nor its Financial Consultants (in 
their capacity as Financial 
Consultants) give tax, legal, or 
accounting advice. We would urge you 
to consult with your own attorney 
and/or accountant regarding the 
application of the information 
contained in this letter to the facts and 
circumstances of your particular 
situation.

Janney Montgomery Scott LLC, is a 
full-service investment firm that is a 
member of the NYSE, the FINRA and 
SIPC.


