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your financiaL road map

A

re you making progress toward your financial goals?
Are your finances in order?
Are you prepared for a financial
emergency? If you’re not sure, take
time to thoroughly assess your finances so you have a road map for
your financial life:

assess your financiaL situation.
Evaluating where you currently

stand financially will help you determine how much progress you are
making toward your financial goals.
There are several items to consider:
m your net worth — Prepare a net
worth statement, which lists your
assets and liabilities with the difference representing your net
worth. Prepared at least annually, it can help you assess how
much financial progress you are

Leaving a Legacy

M

any of us want to do our
part to leave the world a
better place. Below are five
different ways you can leave a financial legacy.
1. give gifts in your Lifetime. If
you have the financial freedom to do
so, making financial gifts while you
are still alive is a great way to leave
a legacy. Money you donate to qualified charitable organizations can be
deducted from your taxes, saving
you money while also helping you
support a good cause. If you want to
leave a family legacy, consider giving gifts to loved ones while you are
living, like helping pay for your
grandchild’s college education. Just
make sure you’re aware of annual
limits on what you can give to indi-

viduals without triggering gift tax
($15,000 per person in 2021).

making. Ideally, your net worth
should be growing by several
percentage points over inflation.
m your spending — Next, prepare
a cash-flow statement, detailing
your income and expenditures
for the past year. Are you happy
with the way you spent your income? You may be surprised by
the amount spent on nonessential
items like dining out, entertainment, clothing, and vacations.
This awareness may be enough to
change your spending patterns.
But more likely, you will need to
prepare a budget to help guide
your future spending.

2. m ake a bequest in a wiLL .
Many people use their will to make
philanthropic bequests, leaving
funds to their favorite charity, alma
mater, or church. For people who
have money to give, recognizing an
organization in their will is a relatively easy way to leave a legacy.
Bequests in a will don’t require any
additional planning and are exempt
from estate tax, provided the recipient is a qualified charitable organization. However, if you plan to make a
substantial bequest to a charity, you
may want to inform them of your
plans in advance. This is particularly
important if you plan to donate

m your debt — Debt can be a serious impediment to achieving
your financial goals. To assess
how burdensome your debt is,
divide your monthly debt payment, excluding your mortgage,
by your monthly net income.
This debt ratio should not exceed
10% to 15% of your net income,
with many lenders viewing 20%
as the maximum. If you are in the
upper limits or are uncomfortable
with your debt level, take active
steps to reduce your debt or at
least lower the interest rates on it.
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increase your savings.
Calculate how much you are saving as a percentage of your income.
Is it enough to fund your future financial goals? If not, go back to your
spending analysis and look for ways
to reduce expenditures. That may
mean reassessing your lifestyle
choices, since you’ll need to live
below your means to find money to
save. Commit to saving more immediately and then take steps to make
that commitment a reality.

rebaLance your investments.
At least annually, thoroughly analyze your investment portfolio:
m Review each investment in your
portfolio, ensuring that it is still
appropriate for your situation.
m Calculate what percentage of your
total portfolio each asset type represents; compare this allocation to
your target allocation and decide
if changes are needed.
m Compare the performance of each
component of your portfolio to an
appropriate benchmark to identify investments that may need to
be changed or monitored more
closely.
m Finally, calculate your overall rate
of return and compare it to the return you estimated when setting
up your investment program. If
your actual return is less than
your targeted return, you may
need to increase the amount you
are saving, invest in alternatives
with higher return potential, or
settle for less money in the future.

prepare for financiaL
emergencies.
To make sure you and your family are protected in case of an emergency, set up:
m A reserve fund covering several
months’ of living expenses. The
exact amount you’ll need depends
on your age, health, job outlook,
and borrowing capacity.

tips to teach chiLdren to save

T

hink of all the lessons parents
teach their children — manners, looking both ways
before crossing the street, and
buckling up in the car, to name a
couple — but what about learning
to save? Short- and long-term savings are important life lessons that
should start early and remain an
ongoing conversation. Here are
some tips you can use:

wants versus needs — To a
child, most everything is a need, so
the first important savings lesson is
helping them understand the difference between wants and needs.
You could use your own budget to
help illustrate that wants are secondary to needs.
their own money — To help
your child become a saver, they
need to have their own money. Giving your child an allowance in exchange for chores will be a step in
helping them learn to save.
set goaLs — Setting savings
goals is a way for your child to understand the value of saving and
what a savings rate is. You can help
them understand how long it will
take to reach that goal based on
how much of their weekly al-

lowance they put toward the goal.
a pLace to save — Kids need
a place to save their money, so take
your child to a bank or credit union
to open a savings account. This will
allow them to see how their savings
grows over time, as well as the
progress they are making toward
their savings goals.
track spending — Knowing
where your money goes is a big
part of being a better saver. Have
your child write down their purchases and then at the end of the
month add them all up. Just like
adults, this can be an eye-opener.
Help your child understand that if
they change their spending habits,
they will be able to more quickly
reach their savings goals.
mistakes are a good Lesson
— A parent’s natural reaction is to
step in to prevent mistakes, but
part of learning to control money is
letting your child learn from their
mistakes. A bad purchase decision
can be a great lesson to understanding that a savings goal will now
take much longer than they
thought based on decisions they
made. mmm

m Insurance to cover catastrophes.
At a minimum, review your coverage for life, medical, homeowners, auto, disability income, and
personal liability insurance. Over
time, your insurance needs are
likely to change, so you may find
yourself with too much or too little insurance.

guardians for minor children. You
should also consider a durable
power of attorney, which designates
someone to control your financial affairs if you become incapacitated, as
well as a healthcare proxy, which delegates healthcare decisions to someone else when you are unable to
make them.

review your estate pLan.

If you’d like help evaluating
your finances, please call. mmm

Take a fresh look at your estateplanning documents and review
them every couple of years. Even if
the increased exemption amounts
mean your estate won’t be subject to
estate taxes, there are still reasons to
plan your estate. You probably still
need a will to provide for the distribution of your estate and name
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physical property, like real estate or
artwork, as not all charities will
want or be able to accept such donations, or if you plan to place restrictions on how the gift is used.
3. create a charitabLe remainIf you would like to make
a substantial gift to a charity but also
want to provide for your heirs or
continue to receive income during
your lifetime, a charitable remainder
trust (CRT) may be an option. Here’s
how it works: You transfer property
to the trust (and get a tax deduction
at the time of the transfer), and you
or your heirs receive income from
the trust for a specified period of
time. Then, when that period ends,
the remaining assets go to the charity of your choice. A word of caution:
CRTs are irrevocable, which means
once you’ve made this decision, you
can’t reverse it.

der trust.

4. s et up a donor - advised
Know that you want to leave
money to a charity, but not ready to
hand it over just yet? Consider setting up a donor-advised fund. A
donor-advised fund allows you to
make contributions to a fund that is
earmarked for charity and claim the
associated tax deduction in the year
you contribute the funds. You continue to make more contributions to
the fund, which are invested and
grow free of tax. Then, when you are
ready, you can choose a charity to receive all or some of the accumulated
assets. It’s a great way to earmark
funds for charity now while also accumulating a more substantial
amount of money to leave as a legacy.

fund.

5. fund a schoLarship. Endowing a scholarship is a great way to
make a difference in the life of a talented student. Here’s how it typically works: You give a certain amount
of money to the school of your
choice, which earmarks it to fund
scholarships, often for certain types
of students (e.g., female math majors, former foster children, or peoFR2020-1127-0087

do you reaLLy need a wiLL?

M

any people believe they
don’t need a will. But
how valid are common
reasons for not preparing a will?

your estate is too smaLL.
Some believe that if their estate
won’t be subject to estate taxes (in
2021, your taxable estate must be
over $11.7 million before estate
taxes would be owed), there is no
need for a will. However, a will’s
purpose is not to save estate taxes,
but to:
m provide

for the distribution

of your assets.

Without a will
or other estate-planning documents, your estate will be distributed in accordance with
state law.

m name

guardians for minor

chiLdren. Without a will, the
courts decide who will raise
minor children when both parents die.

m seLect an executor for your
estate. The executor assembles
and values your assets; files income, estate, and inheritance tax
returns; distributes assets; and
accounts for all transactions.
You will typically be in a better
position to decide who should

be named executor of your estate.
aLL

your property is jointLy

owned.

When one owner dies,
jointly-owned property passes directly to the joint owner, regardless
of provisions in a will. Also, the
unlimited marital deduction allows
you to leave any amount of your
estate to your spouse without paying estate taxes. Thus, many married couples use joint property
ownership as their sole estate planning technique. However, individuals with very large estates may
save estate taxes by distributing
some assets to other heirs or there
may be other reasons to distribute
some assets to other heirs.

a Living trust wiLL distribute
Only assets actually
conveyed to the living trust are
controlled by the trust document.
Typically a pour-over will is also
needed, which places any asset not
held by the trust at your death in
the trust.
your assets.

you

expect your estate to

grow significantLy in the future.

Some feel it is premature to plan
their estate while it is being built.
However, a will can be changed.
mmm

ple suffering from a certain disease).
Other scholarships are established
through community foundations. A
seed gift of $25,000 or $50,000 may
be enough to get started. Be aware,
however, that while you may be able
to have a say in selection criteria for
the scholarship, there’s a good
chance you won’t be able to select
the recipient yourself. If you want to
do that, you’ll need to distribute the
money in another way, perhaps by
setting up your own nonprofit organization.

the prestige that comes with running
a foundation. Well-managed private
foundations can also endure for
many generations after you’re gone.
But you’ll need substantial assets to
make setting up a foundation worth
it. Plus, foundations are complicated
and expensive to set up and administer. But, if you are committed to the
idea of giving back, and especially if
you want to keep the entire family
involved in giving (a concern for
many wealthy families), a private
foundation could be the way to go.

6. start a foundation. Starting
a family foundation is appealing to
many, especially those who like the
idea of having greater control over
how their money is used as well as

Curious about steps you can
take to leave a meaningful legacy?
Please call to discuss this topic in
more detail. mmm
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Past performance is not a guarantee of future results.

news and announcements
handLing the financiaL aspects of a death
The emotional trauma of dealing with a loved one’s
death can be devastating. If you also have to handle the financial aspects, it can seem overwhelming. Following is a
checklist to consider:
m Your most immediate concern will be to notify family
and friends of the death and to make funeral arrangements. If you aren’t sure of the deceased’s burial wishes,
look for a letter of instruction or a will that details preferences. You’ll probably need to contact a
funeral home as well as your loved one’s religious organization. An obituary will need to be prepared, a burial site
may need to be purchased, and death certificates must be
obtained.
m If a surviving spouse and/or minor children are
involved, evaluate their means of support and determine
whether care for the dependents needs to be obtained. In
terms of the loved one’s home, you may need to deal
with security at the residence, provide for the care of pets,

m
m

m

m

send mail to another location, and arrange for the care or
disposal of perishable property, such as plants and food.
Locate any safe deposit boxes and follow necessary procedures to have them opened.
If the deceased was employed, contact his/her employer
to start the process of collecting any outstanding pay, life
insurance proceeds, or other benefits. If the deceased was
retired, notify Social Security and any pension plans.
Locate important documents, including wills, trusts,
deeds, investment records, insurance policies, business
and partnership arrangements, and other evidence of assets and liabilities.
Depending on the estate’s complexity, you may need to
retain an attorney, accountant, and/or financial advisor.
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