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All of us at PPC give thanks for the
friendship and relationships we enjoy
with you, and the trust and
confidence you share with us.

As we gather in celebration we will
count you among our many
blessings, and hope you enjoy this
wonderful holiday.

Happy Thanksgiving!
Ken, Dave, Dominic, Julie, Therese
and Maja

On November 7, 2012, depending on your
political persuasion, you were likely either
dancing in the streets or doing deep breathing
exercises to calm your frayed nerves.

The fact remains that no matter which
candidate you hoped would win the election,
the combined Democratic and Republican
Congress now has to reach an accord with
each other and the president to try and fix the
horrible financial mess that has been brewing in
the United States for decades and has been
exasperated over the past 10 years.

The U.S. debt is projected to reach
$17,000,000,000,000 (trillion) by the end of
2013 and no one seems to have a plan that
might actually work. Now that all of the negative
campaigning is behind us (at least for now),
perhaps we, as citizens and voters of this great
country, can do what Congress and the
president have been unable to do: come up
with a reasonable solution to the problem.

This information culled from the website
USgovernmentSpending.com will provide some
of the facts and figures you'll need to begin to
navigate the choppy seas and come up with a
possible solution to the financial challenge:

- Projected 2013 U.S. Federal Government
receipts (taxes+interest): $2.7 Trillion

- Projected 2013 U.S. Federal Government
spending: $3.8 Trillion

- Projected 2013 U.S. Federal Government
budget deficit: $1.1 Trillion

- Projected 12/31/2013 U.S. National Debt:
$17.6 Trillion (Yikes!)

Breakdown of the projected $3.8 Trillion of
spending in 2013 by the Federal
Government:

- Net Social Security outlays (gross payments
less employer contributions): $741 Billion
- Defense spending (not counting benefits to
veterans or foreign aid): $701 Billion
- Medicare (to seniors 65+): $566 Billion
- Social Welfare programs (ex: Unemployment,
etc.): $422 Billion
- Medical Welfare programs (people without
health coverage): $350 Billion
- Interest on existing National Debt:
$248 Billion
- Aid to military veterans (medical, work, etc.):
$140 Billion
- Pensions to retired Federal Employees:
$137 Billion
- Transportation programs: $114 Billion
- "Other" programs (discretionary spending):
$96 Billion
- Protection: (FBI, CIA, Police, etc.): $63 Billion
- Foreign Aid (economic / military): $60 Billion
- Federal Employees (non-military) salaries:
$28 Billion

Are you ready for the challenge? Where, how
much, and over what time frame do you make
spending cuts? In case you're curious, "if" the
tax rate on the top 1% is raised to 40% instead
of 35%, the "extra tax revenue" would total only
about $66 Billion (based on 2009-2010 tax
data). You'd have to raise ALL TAXES by
roughly 40% to balance the budget without
cutting expenses.

Let us know what you come up with and maybe
we can try and submit it to Congress and the
president for consideration. Good luck!
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Ways Grandparents Can Help with College Costs
College is expensive. For some fortunate
students, grandparents are stepping in to help.
This trend is expected to accelerate as baby
boomer grandparents start gifting what could be
trillions of dollars over the next few decades.
Helping to finance a grandchild's college
education can bring great personal satisfaction
and can be a way for grandparents to minimize
potential gift and estate taxes. Here are some
common strategies.

Outright cash gifts
One way to contribute is to make an outright gift
of cash or securities to your grandchild or his or
her parent. To minimize any potential gift tax
implications, you'll want to keep your gift under
the annual federal gift tax exclusion
amount--$13,000 for individual gifts or $26,000
for joint gifts made by both grandparents.
Otherwise, a larger gift may be subject to
federal gift tax and, for a gift made to a
grandchild, federal generation-skipping transfer
tax, which is a tax on gifts made to a person
who is more than one generation below you.

An outright cash gift to your grandchild or your
grandchild's parent will be considered an asset
for federal financial aid purposes. Under this aid
formula, students must contribute 20% of their
assets each year toward college costs and
parents must contribute 5.6% of their assets.

Pay tuition directly to the college
If you are considering making an outright cash
gift, another option is to bypass your grandchild
and pay the college directly. Under federal law,
tuition payments made directly to a college
aren't considered taxable gifts, no matter how
large the payment. This rule is helpful
considering that annual tuition at some private
colleges is now surpassing the $40,000 mark.
Only tuition qualifies for this federal gift tax
exemption--room and board, books, and fees
aren't eligible.

Aside from the benefit of being able to make
larger tax-free gifts, paying tuition directly to the
college ensures that your money will be used
for education purposes. However, a direct
tuition payment might prompt a college to
reduce any potential grant award in your
grandchild's financial aid package, so make
sure to ask the college about the financial aid
impact of your gift.

529 college savings plan
A 529 college savings plan is a tax-advantaged
savings vehicle that can be a smart way for
grandparents to contribute to their grandchild's
college education while paring down their own
estate. Contributions to your account grow tax
deferred and earnings are tax free if the money

is used to pay the beneficiary's qualified
education expenses (states generally follow this
tax treatment as well). Funds can be used at
any accredited college in the United States or
abroad.

You can open a 529 account yourself and
name your grandchild as beneficiary, or you
can contribute to an already existing 529
account (e.g., a parent-owned 529 account).

Tip: Under current federal financial aid rules,
grandparent-owned 529 plans are not counted
as a parent or student asset (only
parent-owned and student-owned 529 plans
count as assets), but withdrawals from a
grandparent-owned 529 plan are counted as
student income, which can affect student aid
eligibility in the following year (withdrawals from
parent-owned and student-owned 529 plans
are not counted as student income).

If you have a large sum to gift, 529 plans offer a
big advantage. Under special rules unique to
529 plans, you can make a lump-sum gift of up
to $65,000 ($130,000 for joint gifts) and avoid
federal gift tax by making a special election to
treat the gift as if it were made in equal
installments over a five-year period (provided
you don't make any additional gifts to the same
grandchild during the five-year period). And if
you happen to be the 529 account owner, you
retain control over these funds. For example, if
you should have unexpected medical costs,
you can withdraw part or all of your lump-sum
contribution (however, you will owe income tax
and a 10% penalty on the earnings portion of
the withdrawal). In addition, your lump-sum gift
is considered removed from your estate even
though you retain control over the funds as
account owner (but if you were to die during the
five-year period, a prorated portion of the gift
would be recaptured by your estate for estate
tax purposes).

Of course, you can contribute smaller, regular
amounts to your grandchild's 529 account as
well. If you have more than one grandchild, you
can open an account for each and limit your
annual contributions to each account to
$13,000 or $26,000 for joint gifts. Come college
time, if one grandchild gets a scholarship, you
can change the beneficiary of his or her 529
account to another grandchild or you can
withdraw an amount equal to the amount of the
scholarship, penalty free.

Note: Investors should consider the investment
objectives, risks, charges, and expenses
associated with 529 plans before investing.
More information about specific 529 plans is
available in each issuer's official statement,
which should be read carefully before investing.

Under federal law, tuition
payments made directly to a
college aren't considered
taxable gifts, no matter how
large the payment. This rule
is helpful considering that
annual tuition at some
private colleges is now
surpassing the $40,000
mark.
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Two Social Security Strategies for Married Couples
Deciding when to begin receiving Social
Security benefits is a major financial issue for
anyone approaching retirement because the
age at which you apply for benefits will affect
the amount you'll receive. If you're married,
deciding when to retire can be especially
complicated because you and your spouse will
need to plan together. Fortunately, there are a
couple of strategies that are available to
married couples that you can use to boost both
your Social Security retirement income and
income for your surviving spouse.

File and suspend
Generally, a husband or wife is entitled to
receive the higher of his or her own Social
Security retirement benefit (a worker's benefit)
or as much as 50% of what his or her spouse is
entitled to receive at full retirement age (a
spousal benefit). But here's the catch--under
Social Security rules, a husband or wife who is
eligible to file for spousal benefits based on his
or her spouse's record cannot do so until his or
her spouse begins collecting retirement
benefits. However, there is an
exception--someone who has reached full
retirement age but who doesn't want to begin
collecting retirement benefits right away may
choose to file an application for retirement
benefits, then immediately request to have
those benefits suspended, so that his or her
eligible spouse can file for spousal benefits.

The file-and-suspend strategy is most
commonly used when one spouse has much
lower lifetime earnings, and thus will receive a
higher retirement benefit based on his or her
spouse's earnings record than on his or her
own earnings record. Using this strategy can
potentially boost retirement income in three
ways: 1) the spouse with higher earnings who
has suspended his or her benefits can accrue
delayed retirement credits at a rate of 8% per
year (the rate for anyone born in 1943 or later)
up until age 70, thereby increasing his or her
retirement benefit by as much as 32%; 2) the
spouse with lower earnings can immediately
claim a higher (spousal) benefit; and 3) any
survivor's benefit available to the lower-earning
spouse will also increase because a surviving
spouse generally receives a benefit equal to
100% of the monthly retirement benefit the
other spouse was receiving (or was entitled to
receive) at the time of his or her death.

Here's a hypothetical example. Leslie is about
to reach her full retirement age of 66, but she
wants to postpone filing for Social Security
benefits so that she can increase her monthly
retirement benefit from $2,000 at full retirement
age to $2,640 at age 70 (32% more). However,

her husband Lou (who has had substantially
lower lifetime earnings) wants to retire in a few
months at his full retirement age (also 66). He
will be eligible for a higher monthly spousal
benefit based on Leslie's work record than on
his own--$1,000 vs. $700. So that Lou can
receive the higher spousal benefit as soon as
he retires, Leslie files an application for
benefits, but immediately suspends it. Leslie
can then earn delayed retirement credits,
resulting in a higher retirement benefit for her at
age 70 and a higher widower's benefit for Lou
in the event of her death.

File for one benefit, then the other
Another strategy that can be used to increase
household income for retirees is to have one
spouse file for spousal benefits first, then switch
to his or her own higher retirement benefit later.

Once a spouse reaches full retirement age and
is eligible for a spousal benefit based on his or
her spouse's earnings record and a retirement
benefit based on his or her own earnings
record, he or she can choose to file a restricted
application for spousal benefits, then delay
applying for retirement benefits on his or her
own earnings record (up until age 70) in order
to earn delayed retirement credits. This may
help to maximize survivor's income as well as
retirement income, because the surviving
spouse will be eligible for the greater of his or
her own benefit or 100% of the spouse's
benefit.

This strategy can be used in a variety of
scenarios, but here's one hypothetical example
that illustrates how it might be used when both
spouses have substantial earnings but don't
want to postpone applying for benefits
altogether. Liz files for her Social Security
retirement benefit of $2,400 per month at age
66 (based on her own earnings record), but her
husband Tim wants to wait until age 70 to file.
At age 66 (his full retirement age) Tim applies
for spousal benefits based on Liz's earnings
record (Liz has already filed for benefits) and
receives 50% of Liz's benefit amount ($1,200
per month). He then delays applying for
benefits based on his own earnings record
($2,100 per month at full retirement age) so that
he can earn delayed retirement credits. At age
70, Tim switches from collecting a spousal
benefit to his own larger worker's retirement
benefit of $2,772 per month (32% higher than
at age 66). This not only increases Liz and
Tim's household income but also enables Liz to
receive a larger survivor's benefit in the event of
Tim's death.

For more information about
your options and the benefit
application process, contact
the Social Security
Administration at
800-772-1213 or visit
www.socialsecurity.gov.

Every situation is unique,
and these strategies may
not be appropriate for all
couples. When deciding
when to apply for Social
Security benefits, make sure
to consider a number of
scenarios that take into
account factors such as
both spouses' ages,
estimated benefit
entitlements, and life
expectancies.
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What happens to my property if I die without a will?
If you do not have a will, your
property will generally pass by
state law under the rules for
intestate succession. Under
intestate succession, the state

essentially makes a will for you. The state laws
for intestate succession specify how your
property will pass, generally in certain
proportions to various persons related to you.
These laws vary from state to state.

The intestate succession laws generally favor
spouses and children first. For example, a
typical state law might specify that your
property pass one-half or one-third to your
surviving spouse, with the remainder passing
equally to all your children. If you don't have
children, your spouse might take all in many
states; in other states, your spouse might have
to share the estate with your brothers and
sisters or parents.

But not all property passes by will or intestate
succession. Whether or not you have a will,
some property passes automatically to a joint
owner or to a designated beneficiary. For
example, you can transfer property such as
IRAs, retirement plan benefits, and life

insurance by naming a beneficiary. Property
that you own jointly with right of survivorship will
automatically pass to the surviving owners at
your death. Property held in trust will pass to
your beneficiaries according to the terms you
set out in the trust.

So, only property that does not pass by
beneficiary designation, joint ownership, will, or
trust passes according to state intestacy laws.
You should generally use beneficiary
designations, joint ownership, and wills and
trusts to control the disposition of your property,
so that you, rather than the state, determine
who receives the benefit of your property.

Even if it seems like all your property will be
transferred by beneficiary designation, joint
ownership, or trust, you should generally have
a will. You can designate in the will who will
receive any property that slips through the
cracks.

And, of course, you can do other things in a will
as well, such as name the executor of your
estate to carry out your wishes as specified in
the will or name a guardian for your minor
children.

Do I need to file a gift tax return?
If you transfer money or
property to anyone during any
year without receiving
something of at least equal
value in return, you may need

to file a federal gift tax return (Form 709) by
April 15 of the next year. If you live in one of the
few states that have a gift tax, you may also
need to file a gift tax return with your state.

Some gifts aren't taxable and generally don't
require a gift tax return. These exceptions
include:

• Gifts to your spouse that qualify for the
marital deduction.

• Gifts to charities that qualify for the charitable
deduction. (Filing is not required as long as
you transfer your entire interest in the
property to qualifying charities. However, if
you are required to file a return to report gifts
to noncharitable beneficiaries, all charitable
gifts must be reported.)

• Qualified transfers exclusion amounts paid on
behalf of anyone, either directly to an
educational institution for tuition or directly to
a provider for medical care.

• Annual exclusion gifts totaling $13,000 or less
for the year to any one individual. (However,
you must file a return to split gifts with your
spouse. But, if your spouse is not a U.S.
citizen, the annual exclusion is increased to
$139,000 in 2012 for gifts to your spouse.)

If your gift isn't exempt from taxation, you'll
need to file a gift tax return. But that doesn't
mean that you have to pay gift tax. Generally,
each taxpayer is allowed to make taxable gifts
totaling $5,120,000 (scheduled to drop to $1
million in 2013) over his or her lifetime before
paying gift tax. Filing the gift tax return helps
the IRS keep a running tab on that $5,120,000
basic exclusion amount (sometimes referred to
as an exemption).

If you made a gift of property that's hard to
value (e.g., real estate), you may want to report
the gift, even if you're not required to do so, in
order to establish the gift's taxable value. If you
do, the IRS generally has only three years to
challenge the gift's value. If you don't report the
gift, the IRS can dispute the value of your gift at
any time in the future.
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