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Older  Women  And  Financial  Challenges

We meet a lot of older women with sizeable estates.  Unfortunately, many are confused about what actions to take to preserve their financial security and their estate for heirs.  That is the reason we  often hear:  “When my husband was alive, he took care of that.”

Here are some general pointers that can provide some direction:

· Inaction can be just as bad as incorrect action.  Often we think that we can only make a mistake by acting;  however, failure to take care of what we have can be just as costly.  Look at what happens when you don’t change the oil in your car.  The engine can seize up and result in a $5000 engine rebuild cost. Doing nothing should not be considered a safe solution, as inaction can be costly.  The markets, taxes and changing legislation could erode the value of an estate while the owner procrastinates.

· Financial matters are not confusing.  Do not deal with anyone that makes them complicated or uses jargon.  If you cannot follow 100% of what they explain and advise, switch to another advisor.  Such issues are confusing only when you select someone who is a poor teacher or guide.

· The first things to insure is that you have adequate income for your personal needs. That means you need to put on paper a list of monthly expenses.  With a totaled list, you now can easily determine (or have a financial advisor do so) how much of your investments are required for income.  The remaining investments can be allocated to growth in your estate.

· Last, you have got to confide in someone and show them your total situation.  That means showing all of the investment statements, bank accounts and insurance policies.  With the whole picture out in plain view, you can start to get appropriate advice.

If you are looking for guidance, at the “big picture” or detailed level, we supply that individually.              Our initial meetings are always free, to determine if we can help you.  Just call us to set a convenient time or mail the coupon on the back page asking us to contact you for a free consultation.

An Event Is A Catastrophe Only When You’re Not Prepared

The hardship that people endure when a catastrophe strikes is heartbreaking.  The needless suffering and adjustment for not only the afflicted, but also family members can be severe. Here are a few “catastrophes” that can be avoided when you are prepared:

Destruction Of Your Home

Earthquake, fire and flood can destroy your home. Earthquake and flood ARE NOT covered in standard homeowner’s policies.  Fire is covered, but the question of adequate coverage is still an issue.          I recall the gentleman who bought his house for $150,000 in the late 70s in Oakland, CA. In 1991, his house along with 2500 other homes burnt to the ground in the nation’s worst firestorm.  Although his house was worth $450,000, he got a check for $150,000 because he never modified the homeowner’s coverage after the date of purchase. He was retired and will never recover from this loss. Please get your homeowner’s insurance checked.
Legal Liability

Yes, you are at risk if someone falls on a banana peel on your property. Yes, your homeowner’s insurance will pay UP TO the limits of the policy.            If the claimant wins more in court than the policy pays, you pay. 

Or perhaps your son is a real estate contractor and you invested with him and your funds are commingled in joint accounts. If he gets successfully sued, the commingled assets (part of which is your asset) can get attached and a forced sale could ensue. There are common and simple ways to protect your assets using family partnerships and irrevocable trusts.

Illness

Over 4 million seniors are receiving long-term health care at home, or in the nursing home.  Most of them do not have insurance and Medicare will not pay for long-term care in most cases.  The national average cost per month for care is $4140 (CNA study 6/21/01).  Unless you have a pile of money to pay for illness, get insurance. Your medical insurance WILL NOT cover the needs of long-term care and you need a separate long-term care policy. 

No one can avoid acts of nature or unfortunate events, but you can keep them from becoming catastrophes.  Contact us about protecting your assets and removing unnecessary risks that could steal a comfortable retirement.

Arrogant Banks Can Override Investor’s IRA Settlement Wishes

Some people have always felt that banks were arrogant, but the banks’ behavior in dealing with IRA beneficiary forms will convince most.  Let’s say that Mrs. Jones, age 70, wants to leave her IRA half to each of her sons, but if either son predeceases her, she wants that deceased son’s share to go to that son’s children.  The bank can say no, that’s not the way they handle it.  If one beneficiary dies, the entire amount is distributed to the other beneficiary because that’s their policy.  Whose money is it anyway?

This situation is true at many financial institutions that handle retirement accounts such as IRAs.  They have their own rules about how the IRA gets distributed and will not accept personalized instructions from the account holder.  This is a travesty for the senior IRA owner who falsely thinks their financial affairs are in order.

The solution is to have your attorney write an           “IRA Asset Will” (IRAs are NOT covered by anything in your will or living trust).  Take that IRA Asset Will to your IRA custodian and, if they won’t accept it, move your IRA to a custodian who will.  It’s your money.

Why haven’t investors heard more about this ?  Because you don’t find out until after you’re dead.

Here’s How To Copy What The Mega-Wealthy Do

Have you noticed that wealthy families have foundations like the Ford Foundation or the Carnegie Foundation ?  What benefits do they get from these foundations and can you get the same benefits ?

These foundations are established to save a lot of taxes (both income and estate), give jobs to future generations of the family (as trustees of the foundation) and make a contribution to the community.  Unlike giving directly to charity and having the charity decide how to use their funds, with a foundation, you can control the investments into your community and direct them where you want them to go.  Legal and accounting costs to maintain a foundation can be significant, but there is an affordable way for anyone to have their own “mini-foundation”.

The correct name for these mini-foundations is a “donor-advised account”.  These accounts work as follows:

· You place funds into the account and get a charitable income tax deduction.

· You can have the funds invested in any prudent manner you choose.

· Each year, you must distribute 5% of the balance (or more) for some public good (if the fund earns more than you distribute, the fund will keep growing).

· This account can exist indefinitely with your grandchildren and children later becoming the co-trustees and directing the foundation assets for the public good.

· The co-trustees may take a reasonable fee for their time.

If you like the idea of getting a significant tax deduction while having the control to invest and distribute money where you think it will do best in your community, check off on the back page coupon for more information on a donor-advised account.

According to an ancient proverb:

“There is one who scatters, yet increases all the more;  and there is one who withholds what is justly due,  but results only in want.”

Beware The Hidden Tax Trap
You worked hard all your life, you scrimped and saved, thinking that when you retired you would have a comfortable nest egg.  Now you are retired and you discover your taxes are draining your spendable income.  Ever wonder why ?

Here is one very real scenario:  

Let’s say you are a single person, 68 years old.  (If you are married, the same situation prevails, but the numbers are different.)  You earn $26,000 per year;  that includes your Social Security income of $12,200 plus a Pension payment of $13,800.

You are cautious about the security of your investments, so you place your non-IRA money in “SAFE” funds.  You have $150,000 invested in an interest-bearing investment; i.e. Money Market, CDs, etc.  The $150,000 earns 5% taxable interest and just keeps rolling over each year.  It is your cushion and you don’t need the money, so you let     it grow.  Here’s the way it looks:

$150,000  x  5%  =  $7,500 earned interest

Your tax bracket at $26,000 is:
Federal   15.0%


State     4.2%

TOTAL  19.2%
Your Social Security income would be tax-free.

Net Tax after Standard Deductions:
$3,868.80
Now let’s add the interest to your $26,000 earnings:

$26,000  +  $7,500  =  $33,500 total earnings

Your tax bracket at $33,500 is:
Federal   27.0%


State     4.2%

TOTAL  31.2%
plus 50% of your $12,200 Social Security income becomes taxable:

$12,200  x  50%  =  $6,100

Net  Tax after Standard Deductions:
$5,308.80

plus Tax on Social Security income:
     915.00


TOTAL
$6,223.80
$2,355 in additional taxes due to the interest earnings.

Call us or check off on the back-page coupon to find out how to avoid this tax trap !

Falling Interest Rates - Calamity For Fixed-Income Seniors

To understand changes in interest rates, you must think of the interest rate as the “price of money”.    If the demand for money is high and the supply low, the price (interest rates) rises and vice versa.               The steep fall started in December 2001. The economic news got bad, layoff announcements became common and businesses started tightening their belts.  When businesses do not borrow, rates fall as banks offer money at a cheaper price.  Additionally, the federal government was forecasting a big surplus and lower need for treasury borrowing.  Lower borrowing means less demand for money and lower rates.  Also, people abandoned the market seeking the safety of fixed-income investments.  This created demand for more fixed-income instruments and the borrowers (the suppliers of the fixed-income securities) were able to sell their securities at higher prices (which means lower interest rates to the investors). It’s just simple supply and demand for money.  As the population continues to age (and older people have more money), there will be a lot of money looking for fixed-income investments and rates will remain low.

Retirees are affected the most because so many invest in short-term CDs and treasury bills that have changed the most. In some cases, this interest supplies a big part of the senior’s fixed-income. Younger investors win because they can refinance the mortgages on their homes, but mortgage rates do not fall as fast as rates on short-term investments.

Call or check off the back-page coupon for more details on current alternative income solutions.
MAYBE YOU DESERVE A TAX REFUND !

“You may be able to claim refunds for returns filed up to three years back if you find mistakes on them now. A review of 1998 returns by the General Accounting Office found more than 500,000 overstated tax due when taxpayers entitled to mortgage interest deductions claimed the standard deduction instead of itemizing; and this study looked only at the simple mortgage interest deduction.  Conclusion:  A far greater number of over-payment mistakes occur overall.”


Tax Hotline, June 2001

Valuable FREE Information

Just mail this coupon back to:

Strategic Planning Services

2074 Rogue River Road

Belmont   MI   49306

I think these people would like to receive your newsletter and an invitation to your next seminar:

Name

____________________________________________________________________________

Address
____________________________________________________________________________

City
_____________________________________________________State_____ Zip_____________

Phone No
_______________________________
 Fax No
 ______________________________

Please send me information on the following items:

· Please contact me to arrange a free financial consultation:


Tel (Day):  (       )________________
Tel (Evening):  (       )________________
· How do I get a review of my insurance coverage to protect my assets and remove unnecessary risks to my retirement ?
· I would like more information on “donor-advised accounts”.
· I would like more details on how to avoid the hidden Tax Trap from           interest earnings.

· I would like more details on current alternative income solutions.
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