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Dear Friends,
Happy Halloween to all the
young ones and the ones
young at heart!
Permanent or Term? There is
often confusion over the kind
of insurance that families want
to buy. We provide an insight
into the advantages and
disadvantages of each.
In this issue, we introduce a
center of service called The
Turning Point Academy, which
could be useful to those of you
that have children. This
institution is a mentoring
academy for middle and high
school students that are
college bound. You can get
more information from their
website listed.
We once again thank you for
your support and patronage
and look forward to serving
you in the years to come.
Sincerely,
Randhir S. Judge
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The Turning Point Academy
The Turning Point Academy, based in Santa
Clara, CA is an innovative academic and
mentoring academy for middle school and high
school students. With the mission to "Prepare
students for College and Beyond", The Turning
Point Academy (TPA) has been successfully
offering after-school academic and mentoring
programs for bay area middle school and high
school students since 2005. All of the
Academy's programs are designed with the
students' long term success in perspective.
Founded by an Indian Institute of Technology
(IIT) Alumnus, the Academy has already
earned an excellent reputation for its
personalized attention to students' success,
high quality of instruction and for its unique and
un-paralled focus on mentoring students as
they go through middle school and high school,
towards the colleges of their dreams and
aspirations. Extremely satisfied parents have
already dubbed the Academy as "Fresh Air in
High School Education in the Valley."

Some of the programs and workshops offered
to date by the Academy are:
- Mathematics and Verbal Foundation Classes
-SAT Mathematics and SAT verbal
Foundation Classes
-SAT-I and SAT-II Preparation Classes
-High School and Career Planning workshops
-Industry Orientation Lectures
The Turning Point Academy's “Mentoring
Approach to Education” is producing excellent
results for its students, who are excelling
academically as well as personally. Parents are
also benefiting significantly as they now have
access to a dedicated and experienced team of
Academy mentors, who are able to guide them
in the planning of their child's academic journey
towards college. If you have a child who is in
middle school or high school, then the Turning
Point Academy is someone you should talk to.
Contact Information:
URL: http://www.theturningpointacademy.com
Phone: (408) 416 3614
Email: info@theturningpointacademy.com
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The Power of Dividends in a Portfolio
It wasn't so long ago that many investors regarded dividends as roughly the financial
equivalent of a record turntable at a gathering
of MP3 users--a throwback to an earlier era,
irrelevant to the real action.
But fast-forward a few years, and things look a
little different. Since 2003, when the top federal income tax rate on qualified dividends
was reduced to 15% from a maximum of
38.6%, dividends have acquired renewed
respect. Favorable tax treatment isn't the only
reason, either; the ability of dividends to provide income and potentially help mitigate market volatility also is attractive to investors. As
baby boomers approach retirement and begin
to focus on income-producing investments,
the demand for high-quality, reliable dividends
is likely to increase.
Why consider dividends?
Dividend income has represented roughly
one-third of the monthly total return on the
Standard and Poor's 500 since 1926. According to S&P, the portion of total return attributable to dividends has ranged from a high of
53% during the 1940s--in other words, more
than half that decade's return resulted from
dividends--to a low of 14% during the 1990s,
when investors tended to focus on growth.

In 2006, personal
dividend income
represented roughly
$696.3 billion--6.3% of
the $10.98 trillion in
personal income in the
U.S. that year. That
was up from
approximately 5.5% in
2004. Interest income
represented about 10%
of personal income in
2006, compared to
9.2% in 2004.
Source: U.S. Dept. of
Commerce, Bureau of
Economic Analysis

If dividends are reinvested, their impact over
time becomes even more dramatic. S&P

The corporate incentive
Financial and utility companies have been
traditional mainstays for investors interested in
dividends, but other sectors of the market also
are beginning to offer them. For example,
investors are stepping up pressure on cashrich technology companies to distribute some
of their profits as dividends. In June 2007, the
number of companies offering dividends was
3% higher than the year before, according to
S&P, though increases in the amounts paid
have been slowing in recent years.
Dividends are by no means guaranteed; a
company's board of directors can decide to
reduce or even eliminate them. However, a
steady and increasing dividend is generally
regarded as one sign of a company's ongoing
health and stability. For that reason, most
corporate boards are reluctant to send negative signals by cutting dividends.
Look before you leap
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Dividends and
interest: A bigger
piece of the pie

Dividends can be especially attractive if the
market is producing relatively low or mediocre
returns. If a stock's price rises 8% a year,
even a 2.5% dividend yield can push its total
return into the double-digit range; in some
cases, dividends could also help turn a negative return positive. Also, many dividendpaying stocks represent large, established
companies that may have significant resources to weather an economic downturn.
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calculates that $1 invested in the Standard
and Poor's 500 in December 1929 would have
grown to $57 by September 2005. However,
when coupled with reinvested dividends, that
same $1 investment would have resulted in
$1,353. (Bear in mind that past performance is
no guarantee of future results, and taxes were
not factored into the calculations.)

Investing in dividend-paying stocks isn't as
simple as just picking the highest yield. Some
dividends, such as those paid by real estate
investment trusts (REITS) and master limited
partnerships, don't qualify for the 15% maximum tax rate, and a portion may be taxed as
ordinary income. If you're investing for income, consider whether the company's cash
flow can sustain its dividend. Also, the 15%
rate is scheduled to expire at the end of 2010,
and there is no guarantee dividends will continue to receive favorable tax treatment.
If you're interested in a dividend-focused investing style, look for terms such as "equity
income," "dividend income," or "growth and
income." Also, some exchange-traded funds
(ETFs) track an index comprised of dividendpaying stocks, or that is based on dividend
yield; be sure to check the prospectus for information about expenses, fees and potential
risks, and consider them carefully before you
invest. A financial professional can evaluate
the role dividends might play in your portfolio.

Randhir S.Judge F.L.I.A.,LUTCF

Page 3

Combining Term and Permanent Life Insurance
There are two basic types of life insurance:
Term and permanent. Term life insurance
provides temporary insurance coverage for a
specific term. There is no cash value in the
policy, and the policy's death benefit is paid
only if you die during the term of the policy.
Permanent (cash value) insurance is
designed to provide lifetime protection, as
long as you pay the premiums to keep the
policy in force. At the outset, premium
payments are usually higher than premiums
for comparable term insurance. The increased
premiums are used to provide a cash value
that you can access if needed.
Caution: Any guarantees associated with
payment of death benefits, income options, or
rates of return are subject to the claims-paying
ability of the insurer.
If you need a large amount of life insurance
protection at an affordable price to cover
short- or intermediate-term needs, term insurance may be the most appropriate option. On
the other hand, if you will have an ongoing
need for protection, or want the flexibility of
building a cash reserve that you can borrow or
withdraw from, permanent insurance may be
the better choice. Term and permanent life
insurance each have distinct advantages and
disadvantages. So, it's probably not surprising
that sometimes the best option is to consider
buying both.
Planning for a young family
Let's say you and your spouse each plan to
work for another 25 years. You determine that
if either of you died, the survivor would need
$250,000 to replace the lost income of the
deceased spouse. One option to consider
might be the purchase of a $100,000 permanent cash value life insurance policy and a
$150,000 25-year term insurance policy on
each of your lives. Using this approach, you
can potentially:
•

Meet your need for income replacement
now, largely with lower cost term
insurance

•

Address a need for more permanent insurance later by converting some or all of
the term insurance to permanent insurance without the need for further underwriting or new medical exams, and

•

Provide a foundation of permanent insurance that you will always have, and that
will build cash values that you can use for

future expenses (e.g., college funding or
your retirement).
Planning for a child with special needs
If you're the parent of a child with special
needs, you might find that purchasing both
term and permanent insurance can help provide the broad protection your family needs.
For example, if you were to die prematurely,
your family would probably need funds to pay
off immediate debts and obligations and to
replace your lost income; term insurance
might be the most affordable way to provide a
lump sum to cover those needs.
However, your child will have other financial
needs (e.g., specialized medical treatment,
schooling, residential programs, caregiving
services) that will probably exist even after
your death, and the death of your spouse. An
additional permanent insurance policy--in this
case a second-to-die policy, which would pay
a death benefit upon the death of the last surviving parent--might provide the funds to meet
these additional needs. And, because a second-to-die policy only pays a death benefit
upon the death of the last surviving spouse, it
generally costs less than buying individual life
insurance policies for you and your spouse.
Business owners
Typically, life insurance plays a role in funding
a business succession plan (e.g., funding a
buy-sell agreement that prearranges the sale
of a partner's interest upon death or disability).
In this context, combining term and permanent
insurance can be an efficient and economical
solution. For example, individual term insurance policies can be purchased on the lives of
each partner based on the current value of
each partner's share of the business, with
coverage until retirement age. Permanent
policies can be purchased to provide additional funds with the expectation that the business' value will continue to grow. The permanent policies add flexibility, in terms of additional life insurance coverage, and cash value
which can be accessed if needed (for example, to buy out a partner who retires before
death).
Talk to an insurance professional
The insurance policy or policies that are right
for you depend upon your financial circumstances. A life insurance professional can
help you evaluate your insurance needs and
recommend appropriate insurance products.

A balanced alternative
You may have a need
for both temporary and
lifetime insurance
protection. One option
is to buy a separate
term policy and a
separate permanent
policy to cover both
your short- and
long-term life
insurance needs.

Ask the Experts
Does Uncle Sam tax my child's college scholarship?
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It depends. If a scholarship
is used to pay for tuition,
fees, books, or required
equipment, then it's not
taxed. But if it's used to
cover other expenses like room and board,
travel, or optional equipment, or if it's awarded
as payment for teaching or research, then it's
taxable.
But keep this in mind: Scholarships used to
cover tuition, fees, or books (making them
nontaxable) may impact your ability to claim
the Hope or Lifetime Learning credit. That's
because these tax credits are based on the
amount of tuition and fees you pay, and any
tuition and fees paid with a tax-free scholarship can't be counted when calculating your
credit.

eligible tuition and fees to count toward the
credit. By contrast, the maximum $1,650
Hope credit is based on up to $2,200 in tuition
and fees, so even with a scholarship, you
might not use up all your tuition and fee expense eligibility.
However, if your child's scholarship is taxable
(for example, in cases where its terms specify
that it can't be applied to tuition and related
expenses), then the entire amount of tuition
and fees you pay can be counted when calculating the Hope or Lifetime Learning credits.
For more information, see IRS Publication
970, Tax Benefits for Education.

This rule has the most impact on your ability
to claim the Lifetime Learning credit, worth up
to $2,000. Because this credit is calculated as
20% of up to $10,000 in tuition and fees, a
hefty scholarship applied to these expenses
may leave you with less than $10,000 in

How reliable are online scholarship searches?
For the most part, the World Wide Web is the
best place to search for college scholarships.
Online searches have two distinct advantages
over traditional book searches: (1) websites
typically update their list of available scholarships a few times a year; and (2) websites can
easily identify potential scholarships from the
pool of thousands by matching your child's
background and talents with individual scholarship criteria--a huge time-saver. Here are
some tips as you begin a scholarship search:
Start searching early--Instead of waiting until
your child's senior year of high school, start a
year or two earlier--there are many awards for
students in younger grades, and your child
can get a jump on senior scholarships, too.
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Create a thorough profile--Scholarship sites
use information contained in your child's profile to create a match list of potential scholarships, so make sure your child takes the time
to answer each question thoroughly. Then,
double-check to verify that he or she hasn't
left out an activity, award, or other information.

Avoid fees--Legitimate scholarships are free,
so avoid those that require a fee to apply. And
beware of scam artists who, for a fee, guarantee they'll get your child a scholarship.
Take a broad view--Encourage your child to
apply for every scholarship he or she is eligible for, no matter how small--winning one
award can often be a springboard to winning
other awards.
Ask colleges--In addition to online searches,
ask the colleges your child is applying to
about the specific scholarships they offer.
Think local--Don't forget about local scholarships that may not be listed in national databases, such as those from the local PTA,
businesses, and cultural institutions. Information can usually be found in your local newspaper, on the library bulletin board, or at your
child's high school guidance office.
Keep an eye on deadlines--Note scholarship
deadlines on a calendar and make sure your
child allows plenty of time to meet them.

