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Navigating a clear course toward your financial security.

Broker’s Roles Change  . . . . . . . . . . . . . . . . .

After a long legal
battle with the
F i n a n c i a l
P l a n n i n g
Association, the
U. S. Securities
and Exchange

Commission (SEC) has accepted
the court decision that prohibits
stockbrokers from marketing
themselves as financial advisors.
This decision limits the financial
advice that a stockbroker can now
provide to clients.

Clients of brokers must now
make a decision as to whether
they want to execute individual
trades on a commission basis, 
or whether they want financial
advice. Clients can no longer
obtain advice from their brokers
without making this choice. If
clients want more from their 
brokers than the technical duties
they supply, they must move their
accounts to the “advice side” 
of broker platforms. The fee 
structures for these platforms are
comparable to those of other
financial advisors. 

This landmark decision from
the SEC evolved, in part, from
studies conducted by consumer
focus groups. These studies
revealed that investors were 
confused about the differences
between financial service providers.
The difference is now quite clear.
Fiduciary advisors offer a lifelong

financial planning commitment
to their clients, while stockbrokers
do not.

A financial advisory firm 
offering comprehensive advice
that incorporates both investment
decisions and life planning advice
best serves clients. Mackensen &
Company falls into this category.
We embrace comprehensive plan-
ning and a fiduciary standard 
that fosters money management 
strategies without the conflicts of
interest found in a commission-
based relationship. ❖

Warren Mackensen

Congress is fiddling with the tax
code again. The main goal this
year is to simplify the current law
regarding education credits and
deductions. Three current tax
breaks are likely to be axed: the
HOPE credit, the Lifetime
Learning Credit, and the above-
the-line deduction for college
tuition. There has always been a
lot of confusion with these various
tax breaks as to their applicability
for each taxpayer. Determining
the optimum credit or deduction
has been a greater chore than
pulling a college all-nighter.

It is expected that these current
tax breaks will be replaced by a
single, heftier credit of as much as
$3,000 a year per student, with a
lifetime maximum of $12,000.
Middle income taxpayers will
benefit because the new credit will
not phase out as fast as those in
the current law. Stay tuned as
Congress resolves the details.

Other proposals being consid-
ered include a more generous
deduction for teachers’ school
supplies and an increase in the
student loan interest deduction. ❖

Withdrawals from traditional IRA
accounts require the payment of
income tax. Withdrawals from
Roth IRA accounts are tax-free 
for the owner of the Roth. No
matter, withdrawals from any IRA
accounts are not recommended as
payment sources for educational
costs. Why? Fundamentally, you
worked too hard to get the money
into these accounts each year to
dissipate the asset on education
costs. What are you going to do
for money when you retire?
Although each person’s situation is
unique, there are many other
financing options for education
costs that are cheaper in the end
than giving up the tax-deferred or
tax-free nature of assets invested
in IRA accounts. Talk to us before
you make this mistake. ❖

Education Breaks Being

Revamped . . . . . . . . . . . . . . .

College Tuition from IRAs . .



In summary, use online retire-
ment planning tools only as a
guide to check your retirement
savings rate requirements against
conservative planning assump-
tions. Typically, you will find that
your savings rate needs be at least
10% of annual pre-retirement
income for a modest retirement,
and closer to 15% of income for a
more comfortable retirement.
For pre-retirement planning when
you need a high assurance of
financial security, give us a call to
help you develop a detailed retire-
ment plan. ❖

Mackensen & Company, Inc., is a 
fee-only financial planning and
investment management firm. No
commissioned products are sold. For
further information, call:

MACKENSEN & COMPANY, INC.
FEE-ONLY FINANCIAL PLANNERS

6 Merrill Drive
Hampton, NH 03842-1970

603-926-1775
800-927-7365

fax: 603-926-1249
web address: www.mackensen.com

email: info@mackensen.com

Forget the “No
Child Left Behind”
Act. The Small
Business and Work
Opportunity Tax
Act of 2007,
which President

Bush signed into law on May 25,
2007, is being called the “No Tax
Left Behind” Act. The law tightens
a loophole that had allowed some
higher-income families to shift
income to their children, thereby
avoiding higher tax rates.

A year ago, Congress increased
the kiddie tax age from 14 to 18.
That’s the age below which a
child’s unearned income greater
than $1,700 is taxed at the parent’s
rate. The recent legislation
increases the threshold further, to
19 years of age. In addition, a
child who is a student up to age
24 with unearned income greater
than $1,700 will pay tax at
his/her parent’s rate on invest-
ment income. Effectively, these
changes block higher income tax-
payers from taking advantage of a
child’s lower tax rate by gifting
stock and other securities to a
child before liquidating them.

This law does not apply to finan-
cially independent students, those
who provide more than half of
their own support through work.
The new law also does not apply to
elderly parents or other relatives to
whom gifts may be made.

One way to avoid the noose
tightening is to invest a child’s
money in securities that generate
little or no taxable income, such as
growth stock mutual funds. ❖

Kiddie Tax

Update . . . . . . Consumers are often lulled into
thinking that they are on track for
retirement when the reality is
quite different. The cookie-cutter
retirement tools available on 
the Internet contribute to this 
complacency.

Retirement tools on the web are
helpful for a first look at retire-
ment possibilities, but they often
lack the detail necessary to make
a sound retirement projection.
Here are some of the pitfalls:

• Underestimating the amount of
money that you are likely to
spend in retirement. Assump-
tions of less than 90% of 
your pre-retirement expenses
are probably too low based on
our experience over 16 years
with retirees. We have found
that retirees seldom reduce their
living expenses in retirement.
In fact, travel jaunts sometimes
increase expenses dramatically.

• Underestimating inflation is
another source of error. Average
inflation today of 3% is too low
for long-term planning. A more
conservative assumption is 4%
inflation.

• Overestimating investment
returns can also be dangerous.
Assumptions of more than a
6% return could be disastrous
because so few consumers actu-
ally have a written investment
policy for their investments.
Studies of actual consumer
investment behavior show that
many consumers seemingly
adopt a buy high, sell low
investment process.  Their over-
all investment returns are often
no better than 6%.

Online Retirement Planning Tools. . . . . . . . . . . . . . . . . . . . . .

If a loan is taken out with a loan-
to-value ratio of 80% or higher,
Private Mortgage Insurance
(PMI) is required. Under the new
tax law, households whose earn-
ings are less than $100,000 may
now deduct PMI payments. This
tax break is currently for 2007
only, though another act of
Congress for tax year 2008 could
extend this benefit. ❖

David A. Batchelder

Private Mortgage Insurance

Deduction . . . . . . . . . . . . . .



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


