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Welcome

Welcome to Family Financial Education Foundation. Congratulations! You've made a wise and life-changing decision to get out of debt and take the necessary steps toward a brighter and more stable financial future. We hope you'll feel good knowing that you've joined with thousands of other individuals who are determined to stop their spiraling use of credit cards and ultimately become "debt free." We value you as a client and will assist you in working with your creditors to achieve your goals.

FFEF Mission Statement

The mission of Family Financial Education Foundation (FFEF) is to strengthen and support low to moderate income individuals, families, and communities by providing free customized education, counseling, debt management programs, and other related services.

Our Vision

  The vision of Family Financial Education Foundation is that each of our clients will free himself from the bondage of debt and be able to declare his financial independence. 



 




Chapter 1: Estate Planning

Planning Your Future



Like it or not, none of us will live forever, and as much as we may want to put it off, planning for your future financial needs should happen now, not when you’ve hit the golden years. In this volume you’ll discover the ins and outs of financial planning for retirement, estate planning, wills and trusts, and what makes sense at various stages of your life, planning for unexpected expenses, and other helpful information.




Estate Planning



First off, what is estate planning? In a nutshell it’s the process by which an individual or family arranges the transfer of assets in anticipation of death. An estate is the total property, real and personal, owned by an individual prior to distribution through a trust or will. Real property is real estate and personal property includes everything else, for example, cars, household items, and bank accounts. Estate planning enables you to distribute the real and personal property to your heirs according to your wishes and desires. An estate plan aims to preserve the maximum amount of wealth possible for your intended beneficiaries and flexibility for you prior to your death. 



Now that you have a better idea what estate planning is, the next logical question is, why does it matter? As explained by All Business (www.allbusiness.com), you are free to decide to leave what happens to your estate after you die completely up to chance (or, more accurately, the complicated set of state laws that will apply if you haven’t done the estate planning). While it is human nature to just let things happen and devote your valuable time to the present cares of family and career, you really can’t take any of your property with you, so why wouldn’t you want to take the time to appropriately match up your property with the people and institutions that matter most to you? Besides, estate planning is as much (if not more) about what you do during your life to manage your estate than what happens after you die. 

Money has never made a man happy yet, nor will it. The more a man has, the more he wants. &mdash;Benjamin Franklin






  Protection and Control



It’s safe to assume you are concerned with the two primary goals or objectives of estate planning: protection and control. Indeed, you want to protect your estate and control how it is divided. But going beyond the general idea of protecting your possessions and being in control of what happens to them, you should have some very specific objectives that you’re trying to accomplish with your estate planning, such as:

  


  	Providing for your loved ones. Consider your spouse, children, grandchildren, and parents who may rely on you for financial support. If you were to die tomorrow, what would happen to that financial support your loved ones depend on? Without question, financial and other support for family members after you die can get very complicated if the affairs of your estate aren’t in order. It’s important to pay attention to the details of protecting your family members should you die. Specifically, if your loved ones include former spouses, children living in another household, stepchildren, adopted children, divorced and remarried parents, or an unmarried partner, then you have a lot of estate decisions to make about who gets what.

    

    

  	Minimizing the taxes your estate will have to pay. Estate 
    planning involves much more than the inheritance and estate (death) taxes, but make no mistake, death taxes are certainly a consideration. Do you really want to pay more than you have to? You can take several steps&mdash;such as giving gifts while you’re still alive&mdash;to reduce the value of your estate and therefore reduce the amount of death taxes that will need to be paid.

    

    

  	Protecting your business. While national, state, and local politicians like to claim they are all about the little guy&mdash;the small business owner or the family farmer&mdash;the fact remains that if you own a small- or medium-scale business, such as a retail store or a farm, that business can be turned upside down 

    if you die without a solid estate plan in place. 



While it might make good drama to have a hospital bed scene where the aged family patriarch or matriarch dictates what will happen to the vast family fortune, the place to begin your estate planning isn't on your deathbed! That last-minute approach usually opens up the probability of one or more disgruntled family members trying to overturn your dying words. More than likely, due to the result of your lack of estate planning, your estate will dwindle away through legal fees and taxes in excess of what should have been paid.




10 Estate Planning Essentials



Let’s face it. Estate planning isn’t something most people look forward to. However, it is necessary to make sure that everything you have worked so hard to obtain ends up in the right places after you die. While there are many details regarding trusts, estate taxes, and probate, there are 10 estate planning essentials from All Business (www.allbusiness.com) that you should keep in mind: 



1.	Have a will: You should have a will drawn up that explains where assets and property will go once you die. 



2.	Have a living will: Many people today are drawing up living wills. These provide medical and health care instructions to be carried out should you be on a life support system. A power of attorney must be named in conjunction with a living will. 



3.	Review beneficiaries: As your family situation changes over the course of your lifetime, you may need to change the names of beneficiaries, not only in your will but in life insurance policies and other documents that list beneficiaries. 



4.	Child guardianship: If you have minor children, it is essential that you take time and special consideration when deciding who will take guardianship of your children in the event that you die. This should be stipulated in your will. 



5.	Trusts: Setting up a trust isn’t essential, but you may want to consider doing so to maintain greater control over your assets and have your wishes carried out once you die. Trusts will also avoid the lengthy probate process. There are a variety of trusts available. 



6.	Logistics: There’s no question that it’s an emotional time when someone passes away. Difficulties can be compounded when the loved ones of the deceased can’t find important documents, keys to safety deposit boxes, financial statements and other necessary information. It is essential to create a list of where all-important information is located and give the list to someone you trust. 



7.	Gifting: While it’s not essential, gifting is a means of giving up to $13,000 (in 2013) away tax-free to each person you choose. This is a way of shrinking a large estate to avoid significant estate taxes. 



8.	Estate taxes: There are various ways to limit the taxes on your estate depending on the size of the estate and your family situation. It is worthwhile to discuss the options with your accountant or attorney. 



9.	The Federal Estate Tax is finally permanent. Now all, but the largest estates, can be passed to heirs tax-free. The higher 2013 tax rate won't make any difference to the 99.9%  who are exempt from this tax. 

  

10.	Life insurance: If your beneficiary is your spouse, there will typically be no problem with taxes since all assets pass free of estate tax between husbands and wives. However, should the beneficiary be someone other than the spouse, including a child, an Irrevocable Life Insurance Trust may be a good alternative to avoid having the payout become part of your taxable estate. 






  Top 10 Estate Planning Mistakes



While it is not a pleasant task, estate planning is necessary in order to transfer your assets to your heirs effectively and efficiently. Proper planning can help those to whom you are leaving assets avoid paying high federal income taxes and estate taxes. In addition, proper planning helps avoid confusion for those you love. The most common estate planning mistakes to be aware of as offered by All Business (www.allbusiness.com) are listed below.



1.	Not getting around to it. The most common mistake is not getting around to estate planning. 



2.	Believing the myth that estate planning is only for the wealthy. This is false. Estate planning is important for everyone who is concerned about where his assets will end up upon his death. Often, when taking the value of a home into account, people are surprised to find that their “estates” are larger than they thought. 



3.	Not reviewing or updating your will. Birth, adoption, divorce, death, and other factors may change the beneficiaries in your will or the assets you plan to leave them. Major changes in your family structure and significant changes in assets or in tax legislation all present instances where you may wish to review and update your will. 



4.	Not using tax-planning strategies. There are several ways in which you can minimize or even avoid paying estate taxes. Sit down with your accountant or financial planner to discuss estate tax planning strategies. 



5.	Failing to provide information regarding assets and documents. Having all of your documents in order is useless if no one can find them. Someone you trust needs to know where your assets and important documents are kept. 



6.	Leaving everything to your spouse. The government offers an estate tax credit. However, by leaving all your assets to your spouse, you essentially sacrifice their share of this benefit. 



7.	Not planning for your children. While people typically mull over their assets, they can forget that guardianship of minor children is an important consideration. This entails some careful thought and decision making. 



8.	Not accounting for jointly owned assets. Many people mistakenly believe that their will dictates where all their assets will go. However, many assets, including bank accounts, retirement plans, real estate, IRAs, and annuities may be cosigned and, therefore, will become the property of the cosigner. While this may be as intended, it is a mistake not to review all co-owned assets when making up a will. 



9.	Having life insurance in the name of the insured. Life insurance in the name of the insured can result in the payment of estate tax, which diminishes the value of the policy. By putting the policy into an irrevocable trust, this can be avoided. 

  

10.	Not using a gifting plan. As of 2013, the government allows gifting, tax free, of up to $13,000 annually to as many individuals as you choose. Many people with significant estates neglect to use this as a means of giving away some of their assets tax-free to family members. 


Let’s Review

  

Take a few moments to review the following estate planning concepts and match them with the appropriate term. 

  

1. _____ Trust	

  2. _____ Will 

  3. _____ Gifting	

  4. _____ Living trust	

  5. _____ Living will

  6. _____ Probate

  7. _____ Estate taxes

  8. _____ Estate tax exemption

a. There are various ways to limit these on your estate, depending on the size of the estate and your family situation. It is worthwhile to discuss the options with your accountant or attorney. 

  b. Setting up one of these isn’t essential, but if you have one it helps you maintain greater control over your assets and avoid the lengthy probate process.

  c. These provide medical and health care instructions to be carried out should you be on a life support system.

  d. A legal process that usually involves filing a deceased person’s will with the local _____ court, taking an inventory and getting appraisals of the deceased person’s property, paying all legal debts, and eventually distributing the remaining assets and property.

  e. While it’s not essential, this is a means of giving up to $13,000 away tax-free to each person you choose. It represents a way of shrinking a large estate to avoid significant estate taxes.

  f. Created while you’re alive, this is an estate planning tool, often viewed as an alternative to a will, which lets you control the distribution of your estate.

  g. The amount of money that can be given to others free of federal estate tax.

  h. A legal document that dictates how to distribute your property after your death. If you don’t have one, you die “intestate”, and the law of your state determines what happens to your estate and your minor children.

Answers: 1) b.  2) h.  3) e.  4) f.  5) c.  6) d. 7) a.  8) g. 

 




Chapter 2: How to Make Sure Living Trusts Are Trustworthy

Chances are you’ve worked hard for your money, so it’s only natural that you want some control over what happens to your assets in the event of your death. At the very least, you probably want to minimize or avoid potential hassles and headaches for your loved ones.



Estate planning deals with what happens to your assets after you die. Even if you are a person of modest means, you have an estate &mdash; and several strategies to choose from to make sure that your assets are distributed as you wish and in a timely way. The right strategies depend on your individual circumstances. That is, what is best for your neighbor might not make the most sense for you.



Unfortunately, misinformation and misunderstanding about estate taxes and the length or complexity of probate provide the perfect cover for scam artists who have created an industry out of older people’s fears that their estates could be eaten up by costs or that the distribution of their assets could be delayed for years. Some unscrupulous businesses are advertising seminars on living trusts or sending postcards inviting consumers to call for in-home appointments to learn whether a living trust is right for them. In these cases, it’s not uncommon for the salesperson to exaggerate the benefits or the appropriateness of the living trust and claim&mdash;falsely&mdash;that locally-licensed lawyers will prepare the documents.



Other businesses are advertising living trust “kits”, where consumers send money for these do-it-yourself products, but receive nothing in return. Still other businesses are using estate planning services to gain access to consumers’ financial information and to sell them other financial products, such as insurance annuities.

What the world really needs is more love and less paperwork. &mdash;Pearl Bailey 



What’s a consumer to do? It’s true that for some people, a living trust can be a useful and practical tool. But for others, it can be a waste of money and time. What is a living trust, anyway, and how does it differ from a will? Who should you trust when it comes to estate planning? And how can you tell which tools and strategies will work best for your particular circumstances?



The Federal Trade Commission (FTC), the government agency that works to prevent fraud, deception, and unfair business practices in the marketplace, says that it helps to learn the terms that are used in this aspect of financial planning before you begin conversations about it. For example:



Probate is a legal process that usually involves filing a deceased person’s will with the local probate court, taking an inventory and getting appraisals of the deceased person’s property, paying all legal debts, and eventually distributing the remaining assets and property. This process can be costly and time-consuming. Many states have simplified probate for estates below a certain amount, but that amount varies among states. If an estate meets the state’s requirements for “expedited” or “unsupervised” probate, the process is faster and less costly.



A trust is a legal arrangement where one person (the “grantor”) gives control of his property to a trust, which is administered by a “trustee” for the “beneficiary’s” benefit. The grantor, trustee and beneficiary may be the same person. The grantor names a successor trustee in the event of incapacitation or death, as well as successor beneficiaries.



A living trust, created while you’re alive, is an estate planning tool, often viewed as an alternative to a will, in which a person’s assets are transferred to the trust during his or her lifetime and distributed at the time of death. A living trust lets you control the distribution of your estate. You transfer ownership of your property and your assets into the trust. You can serve as the trustee or you can select a person or an institution to be the trustee. If you’re the trustee, you will have to name a successor trustee to distribute the assets at your death.




Facts for Consumers



What is the advantage of a living trust? The FTC says that if properly drafted and executed, it can avoid probate because the trust owns the assets, not the deceased. 

  A living trust is an instrument that wraps around your estate and takes over ownership of any assets that you decide to fund it with. You still maintain complete control over everything owned by the trust, and are not limited to what you can do with the assets. However, having your assets owned by your trust gives you and your heirs specific advantages in terms of maintaining control and privacy of your estate plan. Assets are able to be transferred directly to intended heirs without ever incurring the probate process upon your death. Because of this, none of the costs or privacy issues associated with probate is ever encountered. Only property in the name of the deceased must go through probate. And the downside? Poorly drawn or unfunded trusts can cost you money and endanger your best intentions.



A will is a legal document that dictates how to distribute your property after your death. If you don’t have a will, you die intestate, and the law of your state determines what happens to your estate and your minor children. The probate court governs this process. A living trust is different from a living will. A living will expresses your wishes about being kept alive if you’re terminally ill or seriously injured.



So, regarding a living trust, the FTC advises you to proceed with caution. Because state laws and requirements vary, “cookie-cutter” approaches to estate planning aren’t always the most efficient way to handle your affairs. Before you sign any papers to create a will, a living trust, or any other kind of trust:

  


  	Explore all your options with an experienced and licensed estate planning attorney or financial advisor. Generally, state law requires that an attorney draft the trust.

    

  

  	Avoid high-pressure sales tactics and high-speed sales pitches by anyone who is selling estate planning tools or arrangements.

    

  

  	Avoid salespeople who give the impression that AARP is selling or endorsing their products. AARP does not endorse any living trust product.

    

  

  	Do your homework. Get information about your local probate laws from the Clerk (or Register) of Wills.

    

  

  	If you opt for a living trust, make sure it’s properly funded&mdash;that is, that the property has been transferred from your name to the trust. If the transfers aren’t done properly, the trust will be invalid and the state will determine who inherits your property and serves as guardian for your minor children.

    

  

  	If someone tries to sell you a living trust, ask if the seller is an attorney. Some states limit the sale of living trust services to attorneys.

    

  

  	Remember the Cooling Off Rule. If you buy a living trust in your home or somewhere other than the seller’s permanent place of business (say, at a hotel seminar), the seller must give you a written statement of your right to cancel the deal within three business days. The Cooling Off Rule provides that during the sales transaction, the salesperson must give you two copies of a cancellation form (one for you to keep and one to return to the company) and a copy of your contract or receipt. The contract or receipt must be dated, show the name and address of the seller, and explain your right to cancel. You can write a letter and exercise your right to cancel within three days, even if you don’t receive a cancellation form. You do not have to give a reason for canceling. Stopping payment on your check if you do cancel in these circumstances is a good idea. If you pay by credit card and the seller does not credit your account after you cancel, you can dispute the charge with the credit card issuer.

    

    

  	Check out the organization with the Better Business Bureau in your state or the state where the organization is located before you send any money for any product or service. Although this is prudent, it is not foolproof: there may be no record of complaints if an organization is too new or has changed its name.



To learn more about estate planning strategies, talk with an experienced estate planning attorney or financial advisor, and check out these resources:




  	AARP: 1-888-687-2277; www.aarp.org. Ask for a copy of Product Report: Wills & Living Trusts. AARP does not sell or endorse living trust products.

    

  	 The American Bar Association, Service Center: 541 N. Fairbanks Ct., Chicago, Ill. 60611; 312-988-5522; www.abanet.org

    

  	Council of Better Business Bureaus, Inc.: 4200 Wilson Blvd., Suite 800, Arlington, Va. 22203-1838; 703-276-0100; www.bbb.org

    

  	The National Academy of Elder Law Attorneys, Inc.: 1604 North Country Club Road, Tucson, Ariz. 85716; 520-881-4005; www.naela.org

    

  	The National Consumer Law Center, Inc.: 77 Summer St., 10th Floor, Boston, Mass. 02110-1006; 617-542-8010; www.consumerlaw.org




Let’s Review

  

As mentioned earlier, a living trust can be a useful and practical tool for some people, but not necessarily for others. Take this brief “True or False” quiz to review the purposes, concepts, and principles of a living trust. Answers are found at the end of the quiz.

1. _____ A trust is a legal arrangement where one person (the “grantor”) gives control of his property to a trust, which is administered by a trustee for the benefit of the beneficiary.

  

2. _____ Living trusts are designed to give you some control while you are alive over what happens to your assets in the event of your death and to help you avoid potential hassles and headaches for your loved ones.

  

3. _____ A living trust is essentially the same as a will.

  

4. _____A living trust is often viewed as an alternative to a will, in which a person’s assets are transferred to the trust during his or her lifetime and distributed at the time of death.

  

5. _____ You cannot serve as the trustee of your living trust. You must select another person or an institution to be the trustee.

  

6. _____ If you die and don’t have a will, the probate court in your state determines what happens to your estate and your minor children. 

  

7. _____ You can transfer ownership of your property and your assets into a living trust.

  

8.  _____ If you’re the trustee of your living trust, you don’t need to name a successor trustee to distribute the assets at your death.

 




Chapter 3: Wills and Trusts

Deciding Who Gets What



Most people make a will so they can give their money and possessions to people they care for, or institutions they believe in, after they die. In effect, a will becomes the essential document governing how the courts understand your intent and ensures that your wishes are followed. In general, you can pick the people you want your property to go to and leave it to them in whatever proportions you want, but there are some exceptions. For example, a surviving husband or wife may have the right to a fixed share of the estate regardless of the will. Some states limit how much you can leave to a charity if you have a surviving spouse or children, or if you die soon after making the provision. 



The first step in deciding how you want your property distributed is gathering information. You’ll need the following: 



1. Names, addresses, and birth dates for you, your spouse, your children, proposed guardians, and executor of your estate. 

  2. Amounts of all debts, including mortgages, car loans, student loans, business loans, and credit card accounts. 

  3. Copies of existing wills, trusts, divorce decrees, prenuptial agreements and any other legal documents that might affect a will. 

  4. A list of assets, including detailed information about the following: 

  


  	Real estate 

  

  	Savings (bank accounts, CDs, money markets) 

  

  	Investments (stocks, bonds, mutual funds, CDs) 

  

  	Life insurance policies 

  

  	401(k), IRA, pension/retirement accounts 

  

  	Life insurance policies and annuities 

  

  	Ownership interest in a business 

  

  	Cars, boats, planes, and other vehicles 

  

  	Jewelry 

  

  	Collectibles 

  

  	Artwork 

  

  	Antiques 

  

  	Furniture 

  

  	Other personal property

  



If you decide to write your will yourself using a software program such as Quicken Willmaker, sit down in front of your computer with all of the above information and in a few hours you can produce a will that is legal in your state. Be sure to follow the software’s instructions on having your will signed and witnessed. If you feel more comfortable having a lawyer do it, you'll need to take the above information with you to your appointment. 

  

You may also want to take a look at LegalZoom (www.legalzoom.com) which is a low-cost alternative to pricey attorney services for some of the simpler legal tasks such as wills, living wills and living trusts. 

  

Finally, remember that the best of wills won’t be any good if nobody knows how to find it. Make sure your family members and your executor know where your will is kept. 


Writing Your Will



Do you already have a will? If not, should you go to the trouble of writing one? As explained by the American Bar Association’s Division of Public Education and the Maine State Bar Association, a will is a document that allows you to direct the distribution of your assets&mdash;your money, real estate, and personal property&mdash;after your death. Or stated another way, a will lets you control what happens to your property. If you have minor children, a will enables you to designate who will care for them after your death. Through a will you can nominate a legal guardian for your children and name an executor to handle the distribution of your estate to your designated beneficiaries. Anyone age 18 or older who is of sound mind may make a will.



So what happens if you die without a will? Since your property must still be distributed, the probate court in your area will appoint someone as the administrator of your estate to distribute the property according to the state laws. The costs associated with this are more expensive than having an executor named by you in advance and must be paid out of your estate before any property is distributed. 

  

Generally, a will directs the distribution of anything listed in the will that you own individually. When you legally own something with someone else&mdash;such as a house, or a savings account that is under both your name and that of your spouse&mdash;the property generally remains the property of the other person when you die. On the other hand, living trusts and life insurance policies are governed by their own terms, and will go to the beneficiaries named as part of those documents, and not included in a will.

The first step to getting what you want out of life is this: Decide what you want. &mdash;Ben Stein


Getting Ready to Write Your Will



There are three essential steps to writing a will:



1. First, list your assets. These will be both the things you personally own that have monetary value, like a house or car or antiques; and things that may be of little monetary value, but are important to you or the people or institution to whom you want to give them, such as mementos, family heirlooms, or personal treasures.



2. Next, list the people and institutions to whom you want to leave your assets. Use their full legal names, and note their relationships to you&mdash;son, niece, friend, caretaker, teacher, school, etc.

  

3. Finally, name a Personal Representative. Someone will need to take legal responsibility for attending to your affairs when you die, including making sure that your will and estate are handled according to law. This person is called the Personal Representative, and can be a family member, a friend, or an attorney. You want to make sure that the person you name will have the time and ability to do what is required. An attorney can explain the duties of a personal representative, and help you consider who would be best. 


Making Your Will Legally Valid 



After you’ve drawn up your will, you must take the formal legal step of executing the will. This requires having at least two witnesses who have no potential conflict of interest. As a general rule, the witnesses watch you sign and each witness then signs in the presence of the other. If your will is executed in a lawyer’s office, two other attorneys or support staff might serve as witnesses.



A valid will also requires that: 




  	you are of legal age, 18 in most states; 

  

  	you are mentally competent, i.e., that you know you are executing your will and know the general nature and extent of your property and your descendants or other relatives who would be expected to share in your estate; 

  

  	the will must have a substantive provision that disposes of your property and must indicate your intent to make the document your final word on what happens to your property; 

  

  	with rare exceptions, such as imminent death, the will must be written; 

  

  	you must sign the will unless illness, accident, or illiteracy prevents it, in which case you can designate someone to sign for you in your presence; 

  

  	your signature must be witnessed by at least two adults who understand that they are witnessing a will and are competent to testify in court. 

  



If your will doesn’t meet all of these conditions, it might be disallowed by a court, and your estate might be distributed according to state law instead. 


Writing a Will without the Help of a Lawyer



Of course it’s legal to write a will without the services of an attorney, but there are three reasons why it makes sense to seriously consider using one: 



1.	To make sure the court accepts your will as the legal document in charge of your estate, a will must be signed in a particular way, with witnesses, and under oath. Other types of wills (such as holographic or handwritten) may be accepted by the court, but even these are subject to certain requirements that can be explained by an attorney.



2.	If you have minor children, or need to provide for an incapacitated adult, such as an adult child with special needs, or an ailing spouse, an attorney can help you set up arrangements for guardianship and/or special trusts to help care for them after you are gone. These may include legal arrangements beyond the will itself, as well as appropriate language within the will.

  

3.	Inheriting money or property from you may create unintended legal or financial problems for your heirs. An attorney can anticipate these problems, and can often find better ways to help you accomplish what you intend.


Making Changes to Your Will



Is it permissible for you to make changes to your will? Yes, not only may you change your will as many times, and at any time, as you like, you should plan on it. Your will should be reviewed periodically to keep up with changes in your assets, your wishes, and the law. The will you made when you had your first job and one child will not be sufficient later, when you have several children, more property, and live in a different state under different laws&mdash;or the same state, and different laws. Similarly, as your children become self-sufficient, you may want to distribute your assets according to different priorities. Wills can be rewritten entirely, or changed by additional notes, or “codicils,” depending upon the complexity of the changes.


What Is a Video Will? 



More and more people are preparing a video in which they read the will and explain why certain gifts were made and others not made. The video recording might also show the execution of the will. Should a disgruntled relative decide to challenge the will, the video can provide compelling proof that the person making the will was mentally competent and observed the formalities of execution. 

  

Keep in mind that videos do not last forever and are subject to damage. You should consult a lawyer before making such a video to find out about your state’s laws on video wills. Generally, such a video would supplement, not substitute, a properly prepared written will. 


Let’s Review



As mentioned earlier, there are reasons why it makes sense to use the services of an attorney to write your will. But that doesn’t mean you can’t get started on a first draft yourself. Typically the toughest part about writing a will is just getting started. So take 15 to 20 minutes right now and quickly jot down information for these three categories of a will:

  First, list your assets (things you own of monetary value like a house, car, or antiques, as well as things of little monetary value that are important to you and/or others): _____

Next, list the people and institutions to whom you want to leave your assets (list their full legal names, and note their relationships to you&mdash;son, niece, friend, caretaker, teacher, school, etc.): ______

Finally, name a Personal Representative (someone will need to take legal responsibility for attending to your affairs when you die): _____


Chapter 4: Avoiding Common Mistakes and Problems in Your Will

As explained by AllBusiness (www.allbusiness.com), your will can be either very simple or quite complicated, depending on your personal and family situation and your estate’s value. But whether simple or complicated, you can still make several mistakes in your will. Here are a few of the big ones.




Forgetting to review your will annually



There are many different reasons why you would want to update your will, such as getting married, getting divorced, or having a major change in your financial fortunes. Unless you review your will at least once a year, you run a high risk of having an out-of-date will when you die. So pick a date, any date, that you set aside each year to review your will to see if you need to make any updates to the document.


Forgetting to include a residuary ("leftovers") clause



Your will’s residuary clause can either cover the “leftovers” of your estate (if you want to be very clear in your will about who will get what property), or it can actually be the main clause you use if you just want to treat most or all of your estate as one big pool to be divided up among your main beneficiaries.

  Regardless of your strategy, if you forget to include a residuary clause to cover property that you don’t specifically mention elsewhere in your will, the law will dictate how any property that you have not otherwise mentioned will be distributed, and to whom. You will now have died partially intestate, meaning that only some of your property is covered by your valid will.


Forgetting the "just in case" contingencies

In sports, players have backups&mdash;backup quarterbacks, relief pitchers, goal keepers&mdash;someone to fill in if something happens, such as the player being injured. 

  In your will, you need to make sure you include those backups and understudies, or contingencies. Specifically, include contingent beneficiaries who will “fill in” if your main beneficiary dies before you do. Additionally, you must also name a contingent personal representative who can serve in that all-important role if the person whom you’ve designated for some reason can’t do the job.


Sticking with your personal representative when you really need a substitute



Just as you need to review your will annually, you must also periodically ask yourself if the person or institution you selected as your personal representative is still the best choice. You may have selected your sister as your personal representative five years ago, but now she is estranged from the family, or perhaps severely disabled from an automobile accident.



Or you may have selected a small-town bank as your personal representative because you’ve done business with them for more than 30 years. However, last year a gigantic, out-of-state financial institution purchased the bank and the people at the branch have all been laid off.



Even though your instincts may be to avoid making any changes in your estate plan after you have your will and other aspects in place, you need to strongly consider designating a new personal representative if you’re now concerned for any reason about your original choice.




Forgetting about all of those pesky statutes that affect wills



Remember that the laws of the state in which you live play an important role in what happens to your estate. While you can “override” some of those laws in your will, others are “carved in stone.” As you’re deciding what you want to write in your will, keep in mind the statutes that you need to deal with. For example, remember that abatement statutes come into play when your estate is not valuable enough to meet all of your obligations (such as money you still owe) plus what you’ve specified in your will about what your beneficiaries are supposed to receive.



It is recommended that you work with your attorney on a number of “what if” scenarios. (For example, what if the value of your stock holdings falls dramatically, how does that affect what you want to do in your will?) When you do your annual will review, be sure to make any necessary changes to keep unfavorable statutes from coming into play.




Getting too precise in your will



If you state specific dollar amounts in your will, you risk having your estate being distributed in a way that you really didn’t intend. Instead, use percentages wherever possible, particularly for the larger shares of your estate among your beneficiaries.



For example, suppose your estate is valued at $500,000 when you create your will, and you decide to leave most of it to your only daughter, except for $50,000 that you want to go to your only brother. Your intention is that your daughter will get 90 percent of your estate. But when you draft your will, you don’t state the particular percentage in your will; but instead, you state that $50,000 will go to your brother. (You figure that if the value of your estate rises your daughter will get even more, but you want to keep your brother’s amount fixed at $50,000.)



But suppose that before you die the value of your estate decreases dramatically for some reason, such as a costly medical expense that uses up most of your estate. When you die, your estate is now worth $75,000. By preparing your will as described above, your brother will still get $50,000, but now your daughter will only get $25,000.

  If, however, you specified in your will that your daughter receive 90 percent and your brother 10 percent, then even though both will receive far less than they would have if your estate were still worth $500,000, at least your intentions of leaving most of your estate to your daughter will still be in effect.

When we are is what we want to be, that’s happiness. &mdash;Malcolm S. Forbes


Using your beneficiaries as will witnesses



Never use a beneficiary as a witness to your will. Doing so is a legal conflict of interest and could result in your beneficiary not receiving what you have stated in your will. The same person as both a beneficiary and a will witness casts a shadow of doubt about what influence that person may have had on you, and could open the door for other beneficiaries to claim that you were influenced by that “unscrupulous” person.

  

If you use an attorney, have his or her office staff members serve as witnesses. If you don’t use an attorney, make sure that your witnesses are not named as beneficiaries in your will.


Failing to factor in the personal side



The decisions you make about your estate that are specified in your will should include your “non-monetary,” or personal, objectives in addition to your monetary (financial) goals. Don’t just go “by the numbers”; instead, really think through the choices you make and consider family, emotional, and other considerations.

  For example, suppose you have three children and two of them are very well off financially while the third is a struggling would-be social worker. Family tradition may dictate that you split your estate equally among your three children, but you may wish to leave more to your not-so-well-off child and less to the others. The choice is yours.


Keeping important information from your attorney

Make sure you tell your attorney everything that you can think of&mdash;even personal, sometimes painful, or embarrassing items&mdash;when you are deciding what to put in your will. Even if you don’t think some long-ago item is relevant, err on the side of too much information.



For example, if long ago as a teenager you were an unmarried parent, make sure that your attorney is aware of this fact as well as what happened to the child. Are you legally the child’s parent? Did you place the child up for adoption? Answers to similar questions will help your attorney put the correct legal language in your will to reflect what you want&mdash;or don’t want&mdash;to happen with your estate regarding that child.

  

Tell your attorney if your business is having difficulties, or if you and your spouse are having marital problems and divorce looks like a possibility. Your will must be one step ahead of life changes that you may be able to anticipate.


Rushing through your will



Take your time. Even if you think you have a relatively uncomplicated family and financial situation and preparing your will can be a snap, you must still go through a number of what-if scenarios to make sure that you have thought of everything. Even when working with your attorney, prompt him or her with the same what-if questions to see if the questions spark any thoughts about potential problems that you need to address.

  

The last thing you want to happen is that you think you have a valid will that accurately reflects what you want to happen with your estate, and then after you die, all kinds of problems surface because you failed to address what you thought were nitpicky details that turned out to be very important.





 





Chapter 5: Creating a Trust

As explained by the Oregon State Bar, in simple terms a trust is a relationship in which a person, called a trustor, transfers something of value, called an asset, to another person, called a trustee. The trustee then manages and controls this asset for the benefit of a third person, called a beneficiary. An asset is any kind of property. 

  

Because a trust can be set up before your death, there is no need for court approval of the trust or the trustee, thus saving the time and expense of court proceedings. One of the uses of a trust is to provide flexible control of assets for the benefit of minor children. Children cannot legally handle their own financial affairs before they reach the age of 18 or 21 depending on which state they live in. 



One purpose of creating a trust for a child is to assure the trustor that the child will be benefited but will not have control of the trust assets until the child is older. In establishing a trust, the trustor selects a trustee and specifically instructs the trustee how the assets will be used for the beneficiary. A trust for the benefit of minors often takes effect when both parents have died. It is usually set up to provide for the support, care, and education of the children until they have reached the age set by their parents to actually receive the assets being held by the trustee. 



Another use of a trust, known as a “revocable living trust”, is as an alternative to a will. This type of trust is revocable and amendable meaning it can be terminated or changed by the trustor anytime during the trustor’s life. However, it may not be changed after the trustor’s death. Like a will, a revocable living trust gives instructions as to how the trustor’s assets are to be distributed at the time of his death. 



Your tax advisor, attorney, or estate planning professional can guide you through the various tasks associated with each step in creating a trust. Suggested steps for creating a trust include:



1. Identify Assets&mdash;Decide which assets you wish to place in trust and how you wish the assets to be managed during your lifetime. 



2. Specify Beneficiaries and Distribution&mdash;Identify the individuals and charities the trust is to make distributions to after your death. 



3. Select a Trustee&mdash;Your trustee will be responsible for administering your assets during and beyond your lifetime. If you decide to name an individual, you should also name a successor trustee in the event of the original trustee’s resignation, unsuitability, incapacity, or death.



4. Draft Your Trust Agreement&mdash;Work with your attorney to draft a document that achieves your estate-planning objectives and reflects your personal intentions. File a copy with your trustee and successor trustee. A typical revocable trust agreement would cover, among others, the following points. 




  	Designation of the trustee 

  

  	A statement of the investment powers granted to the trustee 

  

  	Instructions for payment of income and principal during the grantor’s lifetime and for distribution of assets thereafter 

  

  	Instructions for the trustee to maintain records of the trust’s income, disbursements, and principal transactions 

  

  	Specification of any additional responsibilities assigned to the trustee 

  

  	A statement of the terms under which the trust agreement may be amended or revoked

  

  	Designation of a successor trustee 

  



5. Fund Your Trust&mdash;Change the legal title of your specified assets from your name to that of your trust. Your attorney will help ensure that all assets are properly re-registered. If applicable, remember to: 




  	List all unregistered (bearer) securities on a separate schedule, and assign them to the trust. 

  

  	Change the beneficiary of life insurance policies to the name of the trust. 

  

  	Convey real estate to be held in trust. 

  

  	Deliver all certificates and evidences of ownership to the trustee. 

  

  	Attach a schedule of assets to the trust agreement. 

  



“Money was never a big motivation for me, except as a way to keep score. The real excitement is playing the game.” – Donald Trump
  


Chapter 6: Unexpected Expenses

While everything that’s been discussed in this volume regarding estate planning, wills and trusts, financial planning for retirement, and investments is important, chances are you’re going to live a very long time. For this reason, all the work you put into your wills and trusts will pay off for your loved ones in due time, but until then, you need to continue being financially wise to cover your needs through what could be a lengthy retirement. 



In her article “Dealing with Unexpected Retirement Expenses”, Carole Moore, writing for Bankrate.com (www.bankrate.com), quotes aging expert Arthur Koff who says the average life expectancy for a 65-year-old woman is 86, but one-half will live longer and 20 percent will live past 95. Without question, life happens fast, and you never know what it’s going to throw at you. And that means unexpected expenses can hit anyone at any time, whether you’re working at a steady job or on a fixed retirement income. This is all the more reason to plan for those unexpected expenses. 



Carole Moore cites a number of false assumptions people make that can make retirement living difficult, and which underscore the importance of being better prepared to face the unexpected in the future:




  	Landing another job post-retirement. For those whose plans include supplementing retirement income with another job, it might not be that easy. The entry-level job market for older workers seems to be shrinking, and the jobs that do exist usually have few, if any, benefits.

    

    

  	Counting on a home’s value to rise. Maybe. Maybe not. A home is worth only what someone is willing to pay for it. If you’ve neglected to keep up with the repairs, if it’s a buyer’s market, if the area in which it’s located starts a downhill slide, then your home’s value can take a dive. 

    

    

  	The cost of living outpaces income. It could happen. How much was your electric bill 10 years ago? What about your other utilities? Or a gallon of gasoline or milk or kitchen cleaner? Get the picture? 

    

    

  	Healthcare expenses. Moore writes that estimates for out-of-pocket medical expenses not covered by Medicare run higher than $200,000 for 55-year-olds who will retire in 10 years. This results in retirees looking for employment after they thought they wouldn’t have to work any longer. 




Your Budget&mdash;A Marvelous Tool to Save Money for the Unexpected

  

Establishing and using a budget is the best tool for planning for and meeting emergency or unexpected expenses. Consider a budget a roadmap or strategy plan that gives you a heads up on anticipating these future expenses. Plus, using a budget and the discipline of putting money away each month to cover those expenses boosts your self-confidence and sense of control over your finances. 



One of the smartest and most effective ways to have money on hand for emergencies is to get in the habit of “paying yourself first”&mdash;or putting some money in savings as soon as you receive your paycheck. In general, save 10% of your income, and then never touch it. It’s difficult to save if paying all of your other expenses comes first. Pay yourself (into a savings account) first and then pay your other bills. Saving may never be easy but it can become a habit, and you’ll be in a stronger position to deal with accidents, illness, the furnace or air conditioner going out, car or appliance repairs, or loss of employment. 



According to America Saves, a nationwide coalition of nonprofit, corporate, and government agencies that helps individuals and families save and build wealth, building an emergency savings fund may spell the difference between those who manage to stay afloat and those who are struggling financially. That’s because maintaining emergency savings of $500 to $1,000 at a minimum allows you to meet unexpected financial needs more easily. Examples include:



•	repairing the brakes on your car

  •	buying your child a new pair of needed shoes

  •	replacing a broken window in your house

  •	paying for a visit to the doctor when your child has the flu

  •	covering the dental expense of filling a painful cavity

  •	paying for a parking ticket; or

  •	flying to visit a sick parent



An emergency fund not only enables you to cover these expenses more easily, it also gives you the confidence and peace of mind that you can cope with these types of financial emergencies. Not having an emergency savings fund is an important reason that many individuals borrow too much money at high interest rates. For example, with emergency savings, Americans probably would not have to take out $2 billion a year in payday loans at interest rates that average 300% to 500%.

I don’t want expensive gifts. I don’t want to be bought. I have everything I want. I just want someone to be there for me, to make me feel safe and secure.

  &mdash;Diana, Princess of Wales



  As reported by the Consumer Federation of America in a news release dated April 27, 2005, the results of a nationwide survey indicated that a lack of personal savings to cover periodic emergency expenditures was a principal cause of financial worry among women, especially younger women. This has resulted in sleep and job productivity loss as well as deteriorating health. The survey found that 42% of all women surveyed said they had emergency savings of less than $500. What’s more, 55% of women between the ages of 25 and 34 said they did not maintain an emergency savings account of at least $500. 

  


  	Your emergency fund should contain three months’ worth of living expenses. The amount does not have to equal three months’ worth of your salary, but only what you need to pay the rent or mortgage, repay debt, buy food, and make the car payment. 

    

    

  	Set up a basic record-keeping system using a personal finance program such as Microsoft Money, Quicken, or other similar programs. 

    

    

  	Place your emergency money in a “highly liquid” or easily accessible account, such as a savings account at a bank or credit union. These types of accounts offer easier access to your money than certificates of deposit, U.S. Savings Bonds, or mutual funds. Keeping your money in a savings account makes it less likely that you will use these savings to pay for every day, non-emergency expenses. That’s why it is usually a mistake to keep your emergency fund in a checking account. If money is available, you will spend it, generally not on emergencies.

    

    

  	You may need at least $100 to open the savings account and a $200 minimum balance to avoid monthly fees. In most areas, however, there are several financial institutions with lower minimums. Also, banks and credit unions may waive the minimums if you have other accounts at that institution. Wherever you open an emergency fund, persuade your banker to eliminate any account fees. 




How to Find Money to Save



Building up your emergency savings is most easily achieved through small, simple, and steady steps. Here are some tips for saving that will help you build up and maintain an emergency fund:




  	Begin with a small, regular amount that you know you can commit to and do it as planned.

    

  	Save parts of extra funds such as income tax refunds and surprise rebates. If you receive a tax refund or Earned Income Tax Credit, use a portion of this money to begin or increase savings. Since the Tax Credits average nearly $2,000, you may be able to open a savings account and still have plenty of money to pay off debts or cover other expenses.

    

  	Put your loose change in a container on a chest or dresser and deposit those funds in your savings account on a regular basis. Americans typically save more than $100 in loose change each year. Use this change to open and grow a savings account. 

    

  	If you are making payments on an automobile, complete the payments and then begin paying the same amount each month to your savings account.

    

  	When you get a raise at your employment, save a portion of the new increase.

    

  	Save all or part of special gifts such as birthdays or holiday cash gifts.

    

  	Sell items that no longer have any use or value. Place the proceeds in savings.

    

  	Save “extra” income such as overtime or work bonuses.

    

  	Adopt a daily amount as the amount you will save each day, such as “a dollar a day”.

    

  	Each month eliminate one non-essential item and save the money normally spent, such as movies, videos, or going out for dinner.



Building an emergency fund may be easier if you involve your whole family in meeting this challenge. After you’ve explained the importance of emergency savings to your spouse or children, they may even help build the account. And, they will be more likely to understand why it’s more important for you to increase these savings than to pay for expensive gifts at birthdays or special holidays.



Another way to accumulate the $500 to $1,000 of emergency savings is to ask your bank or credit union to automatically transfer funds from checking to savings monthly. In addition, your employer may have a plan to electronically deposit money into your savings. Automatic savings is the easiest savings. What you don’t ever see, you may never miss.


Let’s Review



Make a list of five things you could start doing today to help you find money to save for those inevitable, yet unexpected expenses: 

  

1. ____

2. ____

3. ____

4. ____

5. ____

 




Chapter 7: Financial Planning for Retirement

Whether you like it or not, the truth is: planning for retirement is critical. The future is unpredictable, and illness and disability that sometimes accompany old age can be costly. And whether you believe it or not, planning for retirement can be fun. Part of that fun is watching the dollars add up as you stick to your savings plan. While planning for retirement has been discussed in other portions of this FFEF series, in this volume we have gathered all the information together and expanded on what you need to know to make life after 65 worth waiting for. If you have questions that aren’t answered here, talk to your FFEF counselor and he or she can offer suggestions of where to go to find the answers you need.

I have enough money to last me the rest of my life... unless I buy something. &mdash;Jackie Mason


What Should I Expect When I Retire?

  

The picture of retirement is changing rapidly. It’s no longer considered a time when life as you knew it stops. Many people who are currently in their 70s and 80s dreaded the idea of retirement. It felt like being “put out to pasture.” Many felt it signified a time in life when their personal value was diminished. They felt forced to retire to make way for younger employees who were more “in tune” with the world. 

  

The baby boomer generation is painting a different picture. Many people approaching 65 start a new career or start their own business. They believe the sky is the limit. Many believe they will continue working for some time. The difference is they won’t be working a nine-to-five job that they have to have to survive. Because they planned well and saved well, they work when they want to at what they want to. They have the freedom to work and play, work and travel, or work and then head south for the winter to relax in the sun.

  You too can enjoy your retirement if you know what it takes to make you happy. If you like to work, your retirement might include working. If you like to travel, take this opportunity to do just that. You can make your retirement happy if you take some time to decide what you want to do.

  

Instead of thinking of a retirement that lasts fifteen years as many who retired in the 1970s expected, baby boomers can plan on a retirement of as long as thirty years because of new medical progress and the popular views of eating healthy and staying active. That’s a long time. To enjoy it, you need to plan well. If you have a spouse or significant other, don’t plan alone. Plan together to enjoy this important time in your life. Chances are you'll both retire at about the same time so you need to be in agreement on this critical part of your life. If you both have a career, you will both be contributing to the retirement fund. Make your decisions together and try to develop a plan that will be acceptable to both of you.

If you’re having a bad day, if things aren’t going right for you, then change your mind because that’s where your life is. Your life isn’t in what other people do to you. You are the one in control. You change your mind. &mdash;Ann Richards, former Governor of Texas


Start Early



The sooner you begin working on your retirement plan, the easier it will be to save. The reason for that is simple&mdash;the earlier you start, the less you need to save each month. The less you need to save, the easier it is to stick with the plan. If you are in your twenties or even thirties, don’t fool yourself into thinking that you’re too young to start thinking about retirement. This is a good time to find out what financial habits you have that need to be changed. 



In 2003 Erik Hurst did research on how people spend and save. He found that we all pretty much fit into two general groups. The first group consists of those who try to make the most of their money and save something for emergencies. The rest are in the second group. This second group consists of those who really enjoying spending any extra money that comes along but then find themselves with nothing to take care of the emergencies that arise. People in the second group, which is about twenty percent of the population, are those for whom it would really make sense to start saving early so the habit of spending everything can be broken in good time.



If you find yourself repeatedly without money when emergencies arise, perhaps it is time to take a good look at your financial habits. Hurst found that “households who enter retirement with lower than ‘normal’ wealth do so because they had consistently followed near-sighted consumption rules during their working years... these households had similar opportunities to save” as the households that entered retirement with sufficient savings. In other words, these people always had poor saving habits and spent all their income rather than saving any, even when they had opportunities to save. Spending was a habit they never changed. If you need to change your spending and saving habits, the time to start is now.


When Should I Start Saving for Retirement?



The truth is, the longer you wait to get started, the more interest on your savings you’ll lose over time. Setting aside too little too late is one of the most common mistakes people make. That means a lot of us do it. And it means the longer you wait, the more you will have to put aside. It also means it’s never too late to get started. Thank goodness!

  While planning for retirement should begin as early as possible in your life, the most important thing is to actually put together a plan no matter what your age. Keep in mind that you might be retired for 20, 30, or more years. 



Getting started is probably the hardest part of a retirement plan. It's so easy to think your retirement is decades away so why not wait just a little longer to start planning for it. But waiting could mean the difference between a comfortable retirement and one where you are barely getting by. When you are between the ages of 20 and 40, you'll probably be buying a house, a car, furniture, and thinking about how you’re going to pay for college for the kids. It’s easy to think that you can't afford to save for your retirement. But even a small amount invested wisely will be very beneficial when you reach 65.


In Your 20s and 30s 



You’re just starting your adult life, completing your education, landing that first job, maybe getting married and even starting a family. You may have student loans or possibly credit card or other college-related debt. You’re also probably providing your own roof over your head, driving a reliable car, purchasing a professional wardrobe, and wanting to have at least a little money left over for a social life. At this young and exciting time of your life, it’s easy to consider retirement as something that will never come. But indeed it will, and sooner than you realize. 

What you may be lacking right now in income level or earning power pales in comparison to your greatest asset&mdash;time. The financial decisions you make now will significantly impact your future and your ability to retire in a manner that’s unrestricted, rewarding, and fulfilling. Indeed, each dollar you save in your 20s can be worth many more times as much as a dollar saved in your 40s. Take a look at this example from Jean Chatzky’s Make Money, Not Excuses:




  	Invest $10 a day ($304 a month) in an account that pays 8%

  

  	In 40 years, you’ll have $1,061,266

  

  	In 30 years, you’ll have $453,069

  

  	In 20 years, you’ll have $179,062

  

  	In 10 years, you’ll have $55,615

  



What a difference a year makes! Should you postpone saving, you won’t be able to catch up without socking away much more money later. 

  The Federal Deposit Insurance Corporation (FDIC) recommends that you contribute as much as you can to IRAs, 401(k)s, Keoghs and other retirement savings while you are still meeting other goals, such as buying a home or starting a family. 


In Your 30s and 40s

By the time you’re in your 30s, chances are you’ve settled in a career, although you may change jobs a number of times before you retire. You’re likely to have a family of your own, with all the accompanying expenses&mdash;music lessons, sports teams, family vacations, saving for college, buying a new home, and so on. Financial management experts recommend that you have an emergency fund equal to six to eight months’ worth of expenses as a financial safety net to protect your assets in case of an illness, disability, job loss, or other unforeseen event. 



Now’s the time to make adjustments to your spending, budgeting, and saving as needed to ensure you stay the course. Naturally there will be many demands on your income from many directions, but it’s vital that you build your long-term investments despite these immediate demands. 



Hopefully, by the time you’re in your 30s you’re well-grounded in your employer’s 401(k) or other retirement plan. Many experts advise putting 10% of your income towards your retirement, but this is an average. What you invest will depend on your income and fixed expenses. If you’re lucky, it may make sense for you to contribute more than 10%. 

  Just remember to take advantage of your employer’s 401(k) plan or other tax-deferred retirement plan. Your contributions will be made with pre-tax dollars and taxes on earnings will be deferred until you withdraw them during retirement. Even better, many employers will match all or part of your contribution, which means significant gains for you. 

When you reach your 40s, it’s a good time to review your estimate of how much income you’ll need to live on after retirement. You’ll have a better sense, based on the cost of living, of how much you will need to support yourself when you retire. 




Your 50s and 60s



By the time you’re in your 50s, your kids will probably be on their own and you’ll possibly be at the highest income level of your career and can really focus on building your retirement assets. 



By this stage in your life, the FDIC recommends that you continue putting as much as you can into IRAs, 401(k)s, Keoghs and other retirement savings accounts. Once you reach age 50, you can make “catch-up” (extra) contributions to IRAs, 401(k)s and other retirement savings accounts to help make up for any savings you weren’t able to make in your earlier years. Don’t count on this, though, as a reason not to save earlier. Statistics show that if you aren’t in the habit of saving in your early adult life, it is likely you won’t save when you are older. The sooner you start saving, the better.



Obtain an estimate of your Social Security benefits from the Social Security Administration based on your expected retirement date. Consult with your legal or financial advisors about estate planning&mdash;organizing your financial affairs so that your money, property, and other assets can go to your heirs with a minimum of costs, taxes, and hassles. 

  

Reduce your consumer debt as much as possible and consider the pros and cons of paying off your mortgage early. But if you think you’ll need to borrow money during retirement, determine whether you want to refinance your mortgage, take out a home-equity loan, apply for a credit card or otherwise take out a loan before you retire. You might have more options for getting a loan when you still have employment income. No matter what loans you have or how old you are, it’s important to keep your debts manageable. 


How Much Should I Save?



When thinking about retirement, money is the biggest concern most people have. While the idea of spending your days the way you choose and doing some of those things you’ve always wished you had time for is something to look forward to, how to pay for them can be a big question. The sooner you start to plan for it, the more you will be able to enjoy it. With so many options to consider, understanding how to make a plan you can feel good about can be overwhelming. Consulting a trusted financial advisor is a good way to help you decide what options will be best for you. Your FFEF counselor can steer you in the right direction. The most important thing you can do to save for retirement is to&mdash;START. 

While achieving the goals you set is rewarding, watching your progress is also a great source of happiness for you to enjoy everyday. Seeing the results as you move toward your goal makes a big difference to your willingness to stick to your plan. If you are making regular, consistent progress, your daily happiness will be much greater than if you meander along making deposits here and there. If you haven’t set goals at all, your happiness will be minimal because you won’t have a true sense of achieving what you set out to do. 



How do you save? That’s easy &mdash; spend less than you make. You will never have the money you want until you have learned and accepted this truth and planted it firmly in your mind. It can become a source of great delight every time you are faced with a purchasing decision as you ask yourself “How can I make this purchase and spend the least amount possible?”  It’s much more fun to see the dollars add up in your bank account than it is to watch them disappear into someone else’s. 


Have a Plan 



Unless you are independently wealthy, you can’t just muddle through life and expect to have the income to finance your retirement dreams. You must have a plan. This could possibly be the most difficult part since it’s human nature to put things off. You might have many years before your retirement, which makes getting a plan in place seem unimportant, but you’ll be surprised how quickly the years pass&mdash;really, you will.



The reality is, you can’t have freedom, you’ll never be independent, and you won’t be able to help anyone&mdash;whether it’s your family or your favorite charity&mdash;without the money you need to take care of yourself. Knowing what you want your money to do for you is the first step to a successful retirement. Statistics show that people who sit down and write out a financial plan end up with a higher net worth than people who don’t. That alone should motivate you to make a plan. 



Since retirement is different for everyone, there’s not a plan that works for everyone. But here are some tips that will help you start creating your plan.



1. Take a Look at Your Current Financial Situation. If you currently have a lot of debt, it is likely you are not preparing for retirement. Experts estimate you will need between 70 and 90 percent of your current monthly income to maintain the same standard of living when you retire.



2. Consider the Kind of Retirement You Would Like to Have. Is it relaxing on the porch while you watch the grandkids play? Is it traveling? Knowing what you plan to do will give you an idea of what monthly retirement income you will need.



3.  Stay Healthy. You will want to be healthy when you retire so you can enjoy each day. Today is the time to lose the extra fat, start an exercise program, or quit smoking Your doctor can help you put a plan in place. It won’t matter how much you’ve saved if you don’t feel like getting out of bed when you retire. Not only that, medical problems can eat up a big portion of your retirement savings if you don’t take care of yourself.



4. Find Out What Your Employer and Your Spouse’s Employer Offer as a Retirement Plan. Ask for a description and an explanation of the plan available through your work if one is offered. Find out what you can contribute and if your employer contributes matching funds. Get copies of any consent forms that may be required. Make sure you receive an Individual Benefit Statement on a regular basis. All plans should provide one. We’ll talk more about this a little later.



5. Open an Individual Retirement Account (IRA). If you earn income or your spouse earns income, you can open an IRA, whether a traditional IRA or a Roth IRA. Your bank, credit union, or other financial institution can tell you what is required and will help you with the process. If you open an IRA, do your best to contribute the maximum allowed each year. If you can’t contribute the maximum, even a small amount is better than no amount.



6. Review Your Social Security Statement. Each year, the Social Security Administration sends out a statement that you should receive about three months before your birthday. This statement is a record of what you have earned and what you have paid in Social Security taxes each year you have worked. It also tells you approximately how much Social Security you would receive if you retired at various ages and continued to earn what you are currently earning until that age. This is valuable information and you should make sure you review it each time the statement arrives. If there are any discrepancies between what you have earned and what the statement says you have earned, be sure to contact the Social Security Administration right away.



7. Include Your Spouse and Your Family When You Make Your Retirement Plans. Your spouse might have different retirement goals in mind and the two of you will need to come to some kind of agreement about how those important years will be spent. Your family should also be aware of any long-range plans you have that might affect them. If you plan to spend a year touring the country in an RV, your family will want to know.



8.  Think about How You Will Spend Your Time. You might be thinking about working part-time, volunteering for a favorite cause or organization, traveling to far-off lands, or taking up painting or photography class you’ve always wanted to try. It’s important to think about what you might want to do before your last day at work.



9.  Decide whether You Need Life Insurance. You might not, but you better know for sure before you cancel it. This is especially true if you have a family who would be left with no income or large debts to pay off if you were to die. A life insurance policy can also be used to pay the taxes on retirement funds you leave to your spouse or children.

  

10. Consider Long-term Care Insurance. Nobody wants to think about needing special care but as we age, this is a possibility that could wipe out your retirement savings if you are not prepared.

These are just some of the things to think about when you are making your retirement plan. Hopefully they will give you ideas about other things to consider. Your FFEF counselor can help you decide what else you should consider. By making a plan, you will be better prepared to enjoy this time of your life the way you hope to. 


How Much Is Enough?

  

There are lots of formulas for figuring out how much you need to save to have the kind of retirement you want. Calculators are available on the Internet at sites like www.bankrate.com and www.aarp.org. There is a detailed calculator available at http://www.choosetosave.org/ballpark/ that will take you through the process of determining what you need to save. 

  

An important part of determining what you’ll need is determining what you will be content with. Goals are not meant to be unrealistic or to be so lofty that your life is consumed with finding ways to accumulate all that money. Determine what’s important to you, what you really value. Decide how much is enough.


Let’s Review



To get a basic idea of what you should save for retirement, start a list of your retirement goals. Do you want to travel? What about moving to a better climate? Maybe you want to stay where you are and enjoy gardening. The following will help you get started: 



Where would I like to live? _____

  What vehicle will I drive? _____

  I’ve always wanted to visit _____

  I’d like to help my grandchildren by _____

I want to donate to _____








Chapter 8: Social Security

President Roosevelt signed the Social Security Act on August 14, 1935. Since then, more than 420 million people have been provided with a Social Security Number and a sense of security for retirement. 	It is never too early to take a close look at what your financial status will be when you retire. Although the Social Security program has been very successful, things have changed somewhat over the past 70 years. 



People today live longer, they retire earlier, living expenses are higher, and guaranteed income from pensions and government programs is diminishing. In 1940, for example, the average man could expect to live to age 61. Today the average male lifespan is 74. A woman, in 1940, could expect to live to 66. Today she will probably live to 80. Baby boomers are now beginning to retire, and there are 78 million of them. 



More young people believe they'll see a U.F.O. than that they'll see their own Social Security benefits. &mdash; Mitch McConnell





  For each person retiring, the number of people paying into Social Security will drop from 3.3 per person to 2.1 per person by 2031.  The other number dropping significantly is the amount the average American is saving every year.  An individual, who would have saved 10.8% of his or her income 20 years ago, would now save just above 1%. But there is good news. With so much attention focused on the question of how much Social Security money will be available over the next few decades, changes are being made to saving incentives to encourage people to increase the amount they save annually. Automatic enrollment with yearly increases in contributions for 401(k) plans, Simple IRAs, or other investment vehicles, increased deposit limits for retirement plans such as IRAs, and tax incentives for long-term savings are being put in place to take some of the weight off Social Security. 



Even more important than these incentives, Americans are starting to see the big picture and are taking greater personal responsibility for their financial security during retirement. Recent surveys indicate that more than 77% of people believe Social Security will provide only 50% or less of what they will need once they retire. 



The Federal Government thinks this is a pretty accurate belief. The younger the people surveyed, the less they believed Social Security would provide. Those in the 18-35 age bracket believe Social Security will provide less than 25% of their retirement income. That means you must find a way to make up the difference between what Social Security will provide and what you will need to maintain a satisfactory lifestyle.



According to the FDIC, the rules governing retirement can be complicated. So, about a year before you plan to retire, discuss your situation with a Social Security Administration claims representative. After you decide on a retirement date, apply for your Social Security benefits and other pensions about three months in advance. If you plan to work part-time, find out how this will affect your Social Security income or taxes.


How Your Social Security Benefits Are Determined

  

The following factors all contribute to a formula that determines how much you will be paid in Social Security benefits when you retire. Any Social Security taxes you pay on income you earn will contribute to the amount of Social Security benefits you receive. 

  

1. Your Paycheck. An amount, which is a predetermined percentage of your earnings, is deducted from your paycheck. Your employer matches this percentage and the total amount is paid to the Social Security Administration.

  

2. If You Are Self-Employed. Any amount you earn above $400 a year must be reported and you must pay Social Security and Medicare tax on this amount in addition to your income tax.

  

3. Military Service Personnel. If you served in active duty after 1957, you will have paid Social Security taxes on money earned for this duty and this money will be included in your Social Security record. For inactive duty, benefits also exist and differ depending on the time of service. For information, contact the Social Security office. 

  

4. Pensions and Annuities. Only earned income is subject to social security tax.  Pension and annuity income is not considered earned income and therefore you do not have to pay social security tax on this income. The same is true for interest and dividend income. 


Let’s Review

  

To get an estimate of what your Social Security benefits will look like in your present financial situation, use the calculator provided by the Social Security Administration at http://www.socialsecurity.gov/planners/calculators.htm. You will need your Social Security number, date and place of birth, and mother’s maiden name to get a retirement estimate based on current law and your current earnings record. A number of benefits calculators are available at this website and can be very helpful to your retirement planning. 

 




Chapter 9: Where Should I Save My Money?

There are many ways to save for retirement. Some of them are listed here. Talk to your FFEF counselor to find out about other possibilities and which ones might work best for you. 	Don’t put all your eggs in one basket. If you deposit your money in more than one place, you can reduce the risk of losing money. 


Defined Benefit Plans and Defined Contribution Plans 

  

A defined benefit plan is a pension plan that is managed by your employer. It guarantees you a specific amount of money when you retire, which is usually paid in monthly checks for as long as you live. These plans are protected by the federal government, which ensures that you will receive the benefits even if your employer goes out of business. Some employers are beginning to change defined benefit plans to cash balance plans. For information, visit www.dol.gov.

  

The 401(k): The 401(k) is one of the easiest ways to save for retirement. It is a long-term savings plan instituted by an employer in which a deposit is deducted automatically from your paycheck and invested by a plan manager. It is important that you educate yourself on the investment options your 401(k) offers you and take an active part in watching how the value of the investments changes. Either your employer or your plan manager will make information available to you about how to control your investment and the funds available for you to invest in.



403(b) Tax-Deferred Annuities: This plan works like a 401(k) but participation is limited to nonprofit organizations such as schools, hospitals, and churches.

  Keogh Plans: These plans are designed for self-employed workers and their employees. There is an annual limit to contributions and also to the total amount of contribution.

  Small Business Plans: The Simplified Employee Pension (SEP) and the Savings Incentive Match for Employees of Small Employers (SIMPLE) are designed for small businesses that do not have other plans available to them. For information about these plans, visit the Department of Labor website at www.dol.gov.

  Annuities: This account is a contract you make with an insurance company. Your contribution can be in one lump sum or in a series of payments. The contract guarantees that payments will be made to you for life or over a specific time period depending on the type of annuity you hold. Annuity returns can be fixed, variable, or equity indexed. Talk with a financial advisor to see if an annuity is suitable for you.


The All-important 401(k)



Alarmed by the drop from 7.9 percent of Americans who saved a portion of their income over the 1959-2001 period to an average of only 1.6 percent in 2001 (Bureau of Economic Analysis, www.bea.doc.gov), the Department of Labor has turned the tide by encouraging those companies with 401(k) plans to enroll their employees automatically. On average, Americans with access to a 401(k) saved 7% of their salary in 2011.  However there is room for improvement since experts recommend saving 10 to 15%.


What Is Automatic Enrollment?



Instead of being required to sign up to participate in your employer’s 401(k) plan after you become eligible (i.e., you’ve been with the company for a designated period of time), a certain percentage of your paycheck&mdash;usually 3%&mdash;is deposited automatically in the 401(k) beginning on your eligibility date. You will receive a notice from the plan manager saying that you must notify them if you don’t want to participate.



Another feature employers are incorporating is automatic increases. If your employer includes this feature, your contribution rate will increase automatically each year, usually by 1%. Two very good things about a 401(k) are: 



1. Employers often contribute matching funds to your 401(k), e.g., if you deposit 1% of your salary, your employer deposits a matching amount of money up to a defined maximum. This could double your savings because you are receiving a 100% return on your contribution before you even add in interest. If you’re lucky enough to work for a company that provides the benefit of a company match, it’s like getting free money. Even if the match is only 50 cents on the dollar, that’s still an instant 50% guaranteed growth. It would be hard to get that kind of growth anywhere else.



Each company has a “vesting” schedule. A vesting schedule looks something like this:



After 1 year of employment:	20% vested

  After 2 years of employment:	40% vested

  After 3 years of employment:	60% vested

  After 4 years of employment:	80% vested

  After 5 years of employment:	100% vested



This vesting schedule outlines how much of the company matching contributions and earnings on those contributions you own at any given time. If you leave the company before you are fully vested, you will lose some of the money in your plan. 

  

2. Federal (and sometimes state) taxes on the money you deposit are deferred until you draw the money out (typically at retirement) so less is taken out of your paycheck for taxes. Your contributions will be deducted from your paycheck before taxes are withheld. Depending on your tax bracket, this pretax deduction can be like getting a 25% rate of return on your investment. You’ll eventually have to pay taxes on the money but you should be in a lower tax bracket when that time comes. These contributions are then invested into the funds you select. Most plans offer stock, bond, and money-market funds.


Five Reasons to Start a 401(k)



Financial writers Jenny and Patrick McKinney offer the following 5 reasons for opening a 401K plan if it is offered by your employer:



1. 	Saving and investing are easy: Your contributions are automatically deducted from your paycheck so you save regularly and don’t miss the money.

  Your money is invested in funds that you choose or your employer might make the investment choices for you. The options for investment are prescreened so that investment risk is reduced to a certain degree.



2. 	Contributions are made before taxes are taken out: You aren’t responsible for income tax on your contributions until the money is withdrawn.



3. 	Earnings from a 401K plan aren’t taxed right away: You aren’t responsible for income tax on your investment earnings until the money is withdrawn. This means you will probably be in a lower tax bracket when you are eligible to withdraw from your plan resulting in more savings on taxes.



4. 	You choose the amount you want to contribute: You have the option to contribute the amount you feel you can afford to your 401K plan, up to the maximum allowed by the government. This maximum contribution limit is quite generous and is scheduled to increase each year through 2006.



5. Employers match contributions and your account belongs to you: Most employers match 50% of an employee’s contribution to a 401K plan. This matching could have a limit on the percentage your employee will match. For instance, you might be able to contribute 10% of your earnings to your 401K plan and your employer might match the entire 10% or a lesser percentage.

  

If you should change jobs, your money in your 401K plan can be rolled over to your new employer or to an IRA. Changing jobs doesn’t mean you must cash in or lose your 401K plan.


Questions You Should Ask



When you start a new job, be sure you find out: 



1. 	When you will become eligible for the 401(k) or employee-participating retirement plan; 

  2. 	The percentage that will be deducted from each paycheck; 

  3. 	How and when you can change the amount you contribute; 

  4. 	How you can change the funds your money is invested in; 

  5. 	How and when you can stop making contributions at all if you so choose;

  6. 	What is the vesting (the portion that the employer contributes to your plan) schedule;

  7. 	Whether the matching contribution is in the form of company stock or cash;

  8. 	If your plan can be rolled over to another qualified plan if you terminate employment;

  9. What the penalties are for early withdrawal.



With such large tax-savings possibilities and so many plans to choose from, there’s sure to be something that works for you. Talk to a financial advisor today and get your savings plan started. The sooner you begin, the sooner your money will start working for you.


What if I Need the Money before I Retire?



The purpose of depositing money in a 401(k) is so it can accumulate wealth for you to enjoy when you retire. Sometimes, however, the unexpected happens and there is an immediate need for cash. When this happens, you may look to your 401(k) as a source for the needed funds. Before you consider taking funds from your 401(k), here are a few things you need to know:



1. While the government allows plans to offer 401(k) loans, the plans are not required to do so. Therefore, the first thing you will need to do is see if a loan is even available through your 401(k) plan.



2. If your plan does allow loans, there will be restrictions. These restrictions may or may not include:




  		A minimum loan amount; most plans do not allow you to 

    borrow less than $1,000

  

  	A minimum number of loans you can take at one time; plans often do not allow you to take a second loan until the first loan is paid off

  

  	 A restriction on the amount you can borrow; most plans do not allow you to borrow more than 50% of your vested balance, e.g., your 401(k) may show a balance of $10,000 but if you are only 20% vested, only $2,000 is your vested balance and only 50%, i.e., $1,000, of this is available for you to borrow

  



3. You must repay the money over a specified amount of time, usually no longer than five years. These payments will be deducted automatically from your paycheck. 



4. Since it is a loan, you must pay interest on the loan. Check with your plan administrator to see what this interest rate will be. The good thing about this is the interest you pay goes back into your 401(k) so you are actually paying the interest to yourself.

  

5. You will be charged a loan origination fee. This can be as much as $75 or more. On $1,000 that means you take a 7.5% loss right away.


Advantages of Borrowing from Your 401(k)



Compared to other loan possibilities, there are some advantages to borrowing from your 401(k). These include:




  	You don’t have to apply for the loan because you are borrowing from yourself and there is no credit check required to get the loan.

    

  	The interest is usually low as it is a standard rate based on the prime rate and is not influenced by your credit score.

    

  	The interest you pay goes back into your 401(k) account.

    

  	You don’t have to pay taxes on the interest until you retire and begin taking withdrawals from your account.




Disadvantages of Borrowing from Your 401(k)



If there are advantages, there are always disadvantages as well and borrowing from your 401(k) is no different. These disadvantages include:




  	While it feels like you’re borrowing, you’re actually spending that money you worked so hard to save and now have to save it all over again.

    

    

  	The interest isn’t tax deductible as a 401(k) loan is considered a consumer loan. The payments deducted from your paycheck to repay the loan are not pre-tax deductions. So you actually pay tax on this loan twice. Once when you are paid and again when you withdraw the money after retirement.

    

    

  	If you leave the employer before you finish paying off the loan, you will have to repay the balance you still owe immediately, usually within 60 days and sometimes less. If you don’t pay it back in this amount of time, your loan becomes a default and you have to pay the additional taxes and penalties that accompany a withdrawal from your 401(k) when money is taken out before you retire.




Withdrawing from Your 401(k)



If you take a withdrawal from your 401(k) before you are eligible to make retirement withdrawals, you will lose money. There is no way to take a withdrawal without doing so. If you must take money from your 401(k), it is better to take a loan if at all possible. 



Withdrawals are only available under very special circumstances and are divided into two categories&mdash;hardship withdrawals and non-financial hardship withdrawals. For any of these withdrawals, you are required to pay taxes on the amount you withdraw. Hardship withdrawals also require a 10% penalty payment on the amount borrowed. Withdrawals cannot be repaid so that penalty and tax money is lost to you forever.



Hardship withdrawals can be taken if:




  	There is an immediate and severe financial need 

  

  	The withdrawal is necessary to meet that need because you cannot get the money anywhere else

  

  	The amount you wish to withdraw does not exceed the amount of the need 

  

  	You have already taken all the loans available under your 401k plan 

  



If all of the above are true, then you can withdraw funds only for the following reasons: 




  	A primary home purchase 

    

  	Higher education tuition, room and board, and fees for the next twelve months for you, your spouse, your dependents or children (even if they are no longer dependent upon you) 

    

  	To prevent eviction from your home or foreclosure on your primary residence 

    

  	Severe financial hardship 

    

  	Tax-deductible medical expenses that are not reimbursed for you, your spouse or your dependents 




Let’s Review



Learning which savings plan is best for you can be complicated. Match the descriptions below to the corresponding plan name to help you learn the difference between plans. At least one of these opportunities should be available to you.



1. _____ 401(k), 	

  2. _____ Keogh plan	

3. _____ Annuities	

4. _____ a defined benefit plan

5. _____ 403(b) Tax-Deferred Annuitie

6. _____ Small Business Plans

  

  a. A long-term savings plan instituted by an employer in which a deposit is deducted automatically from your paycheck and invested by a plan manager.

  

  b. A pension plan that is managed by your employer. It guarantees you a specific amount of money when you retire, which is usually paid in monthly checks for as long as you live.

  

  c. Plans designed for self-employed workers and their employees with an annual limit to contributions and also to the total amount of contribution.

  

  d. This account is a contract you make with an insurance company. Your contribution can be in one lump sum or in a series of payments. The contract guarantees that payments will be made to you for life or over a specific time period depending on the type of annuity you hold. Annuity returns can be fixed, variable, or equity indexed. Talk with a financial advisor to see if an annuity is suitable for you.

  

  e. Pension plans designed for small businesses that do not have other plans available to them. 

  

f. Participation is limited to nonprofit organizations such as schools, hospitals, and churches.

Answers: a. 401(k), b. a defined benefit plan, c. 403(b) Tax-Deferred Annuities, d. Annuities, e. Small Business Plans, f. Keogh plan



 




Chapter 10: Individual Retirement Accounts (IRA)

Traditional IRA 

Created in 1974 to encourage people to save for retirement, this plan allows anyone, regardless of amount of income, to contribute up to specific annual limits as per the table below. You may be able to deduct the amount of money you deposit from your adjusted gross income when preparing your Income Tax up to an annual limit based on your salary. Your contributions are tax deferrable when deposited but will be subject to tax when you withdraw them. If you withdraw the funds before you are 59.5 years old, a penalty will be charged unless the funds are to be used for education expenses or towards the purchase of your first home. People 50 years and older are allowed to make catch-up contributions, that is, additional deposits over and above the annual maximum contribution. Withdrawals must begin by the time you turn 70.5 years old.



Keep in mind that the tax rules change all the time so have your financial advisor help you stay current on IRA standards. Visit your local credit union or bank for information on the amount of contribution you are eligible to make.


Roth IRA 

Established in 1997, this plan can be started anytime during any year you earn taxable income. Money can be deposited up to certain annual limits and is not tax deferrable. The earnings, however, are tax free and you pay no taxes on withdrawals provided the withdrawals take place five years or more after the Roth IRA is established and after you turn 59 1/2.	The Roth IRA also differs from a Traditional IRA in that you are allowed to continue contributing after age 70 1/2 and there are no pre-death minimum withdrawals. If you contribute to a Traditional IRA and a Roth IRA, there are limits to how much you can contribute to each. Check with your financial advisor for information.


SIMPLE IRA 

Savings Match Plan for Employees is an IRA plan for employees of small companies with 100 or fewer employees who earn at least $5,000 per year. You may contribute up to certain annual limits and your employer will make matching contributions to certain levels much like a 401(k). People 50 and older may also make catch-up contributions to these plans. The tax benefits are much the same as a Traditional IRA.

 


My how your money grows 

The following shows how your money can grow at just 4% interest in an IRA account. You can see the value of beginning early, but anytime is better than never starting at all. Based on a $3,000 per year contribution beginning at the age of 25:





The total investment over a 40-year period is $120,000 but because of the compounding of interest, you make over $170,100. The result is more than double your initial investment.

 


Glossary

401(k): A long-term savings plan instituted by an employer in which a deposit is deducted automatically from your paycheck and invested by a plan manager.



Administrator: The person or financial institution that is appointed to take care of the estate of a deceased person who died without a will. 



Annuity:  Contract with an insurance company in which you contribute a lump sum or in a series of payments. The contract guarantees that payments will be made to you for life or over a specific time.



Assets: The property of a deceased person subject by law to the payment of his or her debts and legacies.



Beneficiary: A person or entity named in a will or a financial contract as the inheritor of property when the property owner dies. A beneficiary can be a spouse, child, charity, or any entity or person to whom the property owner would like to leave his or her possessions and assets.



Conservator:  An adult person or financial institution appointed by a court, who is responsible for a minor child's or legally incapacitated person’s property until that minor child becomes an adult or the legally incapacitated person becomes competent to be responsible for his or her own property.  Sometimes referred to as "guardian of the estate."

  Defined Benefit Plan:  Managed by an employer, this plan guarantees an employee a specific amount when he or she retires, which is usually paid in monthly checks until the employee dies.



Estate: For federal estate tax purposes, this refers to all of a deceased person's assets that are included in that person's estate for tax purposes. It is also used to refer to those items of property that are subject to administration in the probate court. For example, life insurance owned by the decedent and payable to a named 

  beneficiary such as a surviving spouse is not part of the deceased person’s estate that is subject to administration in the probate court, but it is included in the deceased person’s estate for federal estate tax purposes.



Estate Planning:  The process of arranging one's personal and financial affairs.



Executor:  The person or financial institution that is appointed to administer the estate of a deceased person who died with a will. 



Fiduciary:  Term used to refer to a person (or entity) that serves in a representative capacity. Personal representatives, trustees, guardians, conservators, and agents under powers of attorney are all fiduciaries. A fiduciary stands in a position of confidence and trust with respect to each heir, devisee, and/or beneficiary.



Formal Probate:  A proceeding before a probate judge to determine whether a decedent left a valid will.



Grantor:  A person that established a living trust. Also used to refer to one who is transferring real estate in a deed.



Guardian:  An adult person appointed by a surviving parent in his or her will or by a court, who is responsible for a minor child or legally incapacitated person's personal care and nurturing.



Heir:  Person who inherits property from the estate of a deceased person who died without a will.



Intangible Personal Property:  Property that cannot be physically touched, although this type of property may have some paper associated with it such as stock, bonds, mutual funds, bank accounts, and cash.



Irrevocable Trust:  A trust that can no longer be amended or revoked by anyone. Most revocable trusts become irrevocable at some time, for example, when the person who established the trust dies.



Keogh Plan: A tax deferred pension plan available to self-employed individuals or unincorporated businesses for retirement purposes.



Legally Incapacitated Person:  A person who has been determined by a court as not capable of handling his or her personal and financial affairs.



Living Trust:  A trust that one establishes during one's lifetime which is not part of one's will, but is usually established by a separate written trust agreement. This type of document is also sometimes referred to as a revocable living trust.



Living Will: A document in which the signer requests to be allowed to die rather than be kept alive by artificial means if disabled beyond a reasonable expectation of recovery



Personal Representative: The person or financial institution appointed by the probate register or the court to administer a deceased person’s estate.



Probate:  The process of determining if the deceased person left a valid will and admitting that will to probate. When a will is "admitted to probate" it means that the probate register or the probate judge has signed a paper that says the will is admitted to probate. 



Residuary Clause: Clause in which a person or persons are named in a will to receive any residue left in an estate after the bequests of 

  specific items are made



Revocable Living Trust:  A living trust that can be amended and revoked, usually by the person who established the trust. This trust may become irrevocable and unamendable when the only person who can amend or revoke the trust dies or becomes incompetent.



Roth IRA: Plan may be started any year you earn taxable income. Money can be deposited up to certain annual limits and is not tax deferrable.  Earnings, however, are tax free.



Simple IRA:  an IRA plan for employees of small companies. You may contribute up to certain annual limits and your employer will make matching contributions up to certain limits.



Social Security: the principle or practice or program of public provision for the economic security and social welfare of an individual and his or her family; the United States government program established in 1935 to include old-age assistance. 



Traditional IRA: This retirement plan allows anyone regardless of amount of income to contribute up to specific annual limits.



Trust: An arrangement, usually established by a written document, to provide for the management and disposition of assets. It normally involves three parties: the person who establishes the trust (sometimes called a donor, grantor, settlor, or trustor), a trustee, and one or more beneficiaries.



Trustee:  An adult individual or financial institution that is designated to be responsible for the administration of a trust. There may be more than one trustee (co-trustees), and an individual and a financial institution may serve as co-trustees.

  

Will: A legally enforceable declaration of how a person wishes his or her property to be distributed after death. In a will, a person can also recommend a guardian for his or her children. Also known as a "will and testament.”


Closing Statement

ACCESS Education Systems was developed as a tool to train and educate individuals and families concerning important money management skills. With Bankruptcy Reform, a message was sent from our regulators to all Americans regarding the importance of putting our financial houses in order. ACCESS Education Systems provides individualized education to help American families achieve their dreams of financial independence. The principles in this Family Financial Training Course contain many of the initial steps to achieving long-term financial prosperity. It is a part of the ACCESS Education Systems Series providing new and effective means by which millions of the nation's families can learn the skills of personal financial management and establish a happier and successful future.



In addition to ACCESS Education Systems albums, ACCESS Educational Systems has an interactive website containing hundreds of articles and resources including newsletters, bulletins, and online courses to resolve any financial issue facing you today. ACCESS Education Systems offers renewed hope to those struggling with debt and financial pressures and provides sensitive, personal assistance, and assurance to all families. ACCESS Education Systems leads the way with empowering, financial information that will enable you and your family to have fun while developing the skills and knowledge that will allow you to achieve an improved standard of living today and have a brighter financial future.
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Simple IRA Contributions.

AGE 25 35 45 55 65

RETURN $3,000 $36,000 $90,000 $170,350 $290,100
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Current- and future-year IRA contribution limit;

YEAR 2012
Annual contribution limit $5,000

Additional catch-up contribution $1,000

for people age 50 and older*
f20 $6,000

2013
$5,500
$1,000

$6,500

* You must be projected to reach age 50 or older by 12/31 of the tax

year to which the contribution relates.

** Annual contribution will be indexed for inflation in $500

increments thereafter.
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Estate Planning Checklist

Following a few easy steps to organize your life and you will
greatly assist your loved ones when you pass away:

] Collect financial documentation into one location: loans,
insurance policies, holdings, investments, pensions, financial
accounts, safe-deposit box access, tax records, credit reports.

Collect business information and contacts and make
arrangements for the transfer of business assets.

Calculate your net worth.
Become familiar with estate tax laws in your area.
Create a Trust account for your assets if necessary.

Find ways to reduce your asset tax liability through gifts or
donations while you are living.

[EIRNEINET EINEL S

Collect personal documentation and contacts: Social
Security number, drivers license number, VA claim number,
family and lawyer contact information, and membership info.

List the location of valuable belongings, keys, documents,
access codes, and online passwords.

Create or update your Living Will.
Create or update your Will.

1f necessary, make living and guardian arrangements for
your children.

Consider purchasing a life insurance policy.

Set up both health and financial durable powers of attorney
documents.

Create a letter of instruction.

1f you have pets, list their info and veterinarian contact.

(= 8= [ [ m [ e e | |

Seek professional help.
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Simple IRA Contributions

YEAR 2012 2013
Contribution limit (under age 50) $11,500  $12,000

Contribution limit (if over age 50) $ 2500 $ 2,500

$14,000  $14,500
* You must establish a Simple IRA by October 1
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Take this little quiz to remind you of important things to
remember as you enter each decade of your life. If you can’t
remember the answers, look back through the previous
chapter to find them.

1. When is the best age to start saving for retirement?

2. If you begin investing $10 a day in an account that pays 8%
interest when you are 20 years old, how much more money
will you have at 60 years old than you would if you waited
until you were 40 years old to start saving?

. How much do financial management experts recommend you

save as an emergency fund in case of an illness, disability, job
loss, or other unforeseen event?

. What does the IRS allow you to do once you reach age 50 to
help make up for any savings you weren't able to make in your
carlier?
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