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FORWARD

The Bank of Sullivan’s primary concern has always been to provide
the very best service to its customers. In addition to all of the many usual
banking services and products it provides a number of unique services.
These are a full service brokerage investment department and the trust
department. Through these services, the Bank of Sullivan is able to
provide its customers with a full range of investment and estate planning
advice. The Bank of Sullivan is the only bank in the area to have an
active trust department.

This booklet is a compilation of a series of articles written by Walter
A. Murray, Jr. and originally printed in the Senior Life Times, a publi-
cation of the Missourian Publishing Company. The Bank of Sullivan has
reprinted these articles as a service to you, its customers, in the hope that
you will find them helpful in your estate planning.

Walter A. Murray, Jr. is the bank’s Trust Officer. He is a former
Associate Circuit Judge who served 20 years in the probate division.
Over that time he was able to accumulate vast knowledge of the estate
planning needs of most individuals. He is available to provide services
to the bank’s customers who are interested in establishing a trust in which
the bank will be named as a trustee or successor trustee.

In the event you want to establish a trust, have questions or wish
assistance, you may contact the Trust Department of the Bank of
Sullivan in person at the Regional 1-44 Location, 328 E. South Service
Rd, Sullivan, MO or by phone at 573-468-1422.

By Milt Branum, Jr.



CHAPTER 1

Budget As Part Of An Estate PIan..........ccoooiiiiiiiiiieceee s 1
CHAPTER 2

Owning Your Assets In JOINt NAMES .......ccveieiirierieiiriieieieeee et 3
CHAPTER 3

Dying WIthOUt A WLl ..c..couiiiiiiiiiiie ettt sttt 5
CHAPTER 4

What Is A Will And Why Should You Have One ..........ccevveviiriiiiirieieieieieieeseee s 7
CHAPTER 5

Should You Have A LiVING TIUST ..cc.eouiiuiiieieieitiieeteeieee ettt 9
CHAPTER 6

Perhaps An “A-B Trust” Is Made FOr YOU.......ccoiiiiiiiiiiiie e 12
CHAPTER 7

Lots Of Assets - Consider An Irrevocable TIUSt.........c.ocvviiieiieeiiieceecie e 14
CHAPTER 8

So You Don’t Have An Estate Plan!!! ... ... 16
CHAPTER 9

SPECIAL NEEAS TIUSES ..c.vevrevieiieiieietieteeie ettt ettt et et e stestesteeseeseeseeseessessessessessessessesseesaessensensens 18
CHAPTER 10

Who Should Be YOUT TIUSTEE? ......coorieiiieeeeieeeeee ettt et 19
CHAPTER 11

REVEISE IMOTTZAZES. ..c.venvitiiieiieiieitet ettt ettt ettt et sa et be et eneen 21
CHAPTER 12

Life Insurance - A Part Of All Good Estate Plans..............ccooveviiiiiiiiiiiieieeeceeeeeeeeeeeee 23
CHAPTER 13

Can I Give My Money Away & Still Get State Nursing Facility Benefits? ..........c.ccccoccenenee. 25
CHAPTER 14

Planning For The “Golden YEars™ .........ccccieieirieiiieieniesie ettt 28
CHAPTER 15

The Ten Most Common Estate Planning MiStakes...........ccoeieieieierienienienienenieseeeeeeeeeeeennes 32

[b]

CHAPTER 16

How The Frugal SPend .........coeoiiiiiiiiiiiieeeeeee ettt 36
CHAPTER 17

Is Your Nest Egg Big ENOUZNT? ......cvoiiiiiiiiiciieicieeeeee ettt nes 39
CHAPTER 18

Planning For Senior HOUSING .......cc.couiiiriiriirieiieieeeee ettt 41
CHAPTER 19

It’s November, Have You Done Your Tax Planning?...........cccccooeoiiiiininieninineiecceceee 43
CHAPTER 20

Burial - What Have You Done About It7 ........ccoooiviiieninieiececeeteeeee e 45
CHAPTER 21

Pre-Paid Burial ATTan@EMENTS ........c..couiriruiruieiieieieieiesie ettt 47
CHAPTER 22

Are Your Estate Documents Up To Date?.........ccceeiivierieiieriesiesiieieeie e 49
Chapter 23

What Is New With Your Credit Card? .........ccccvevievierienienieseseeeeeeeeeeteie et 51
Chapter 24

What Do You Do With All Your Paper Records? ........cooeviviiirieieieieieieeceeeseeeeeeeeeene 53
Chapter 25

How To Prevent A Family Squabble When YOu Di€ .......cccoeieieieieieiiieiceseceeeeeeeeenes 56
Chapter 26

Home Improvements, Where To Best Spend Your MONeY .........ccccvevvevievierienesieneseeeeeeeeiennes 59
Chapter 27

TAENEItY TRETE ..ottt e b e b e b e sbesaeeseeseeseeseensensan 62
Chapter 28

Don’t Become The Victim Of A SCAM.......cciviiieieieiiieeieeceeee ettt nees 64
Chapter 29

Debt Can Ruin Your REtIICMENt .......cc.cciiuiiiieieieieieieesieee ettt ensennes 66
Chapter 30

WHhY DO YOU NEEA A TIUSE c.veevvevieiieiieietietietiete ettt etetestestestesresseeseeseessessessessesseesessesssessessessenes 68



Chapter

BUDGET AS PART OF
AN ESTATE PLAN

The very best way to development of your estate plan is to establish
a budget. [ know that budget is a nasty word in the minds of a lot of peo-
ple but without a budget you just don’t have a plan. You simply have
money and you spend it with perhaps nothing to show for it. You are
doing nothing about saving. Without saving you will never have an es-
tate.

Before setting up a budget you must sit down and determine your in-
come and exactly what your expenses total. Then you have to determine
whether all of your expenses are appropriate. By that I mean, are all of
your expenses necessary and/are they too large? If they are too large you
must find a way to pare them down. There are old rules about expenses
as a percentage of income. They are tried and true and if followed will
serve you well.

Sources of income are generally fairly obvious, such as: wages, salary,
tips, alimony, child support, stock dividends, interest on savings ac-
counts, Social Security benefits, pensions, etc. Expenses are easier to
overlook. The more obvious ones are: home mortgage payment, car loan,
payment for child support or alimony, personal loans, credit cards, util-
ities, food, clothing, recreation/entertainment, etc. Some expenses we
tend to forget are: real estate taxes, household repairs, education ex-
penses, child care, church/charity contributions, auto expenses (gas, re-
pairs, insurance, etc.) life insurance, homeowner’s insurance, medical
expenses beyond insurance coverage, dental expenses, club dues, hob-
bies, etc. Perhaps looking over your bills from the last several months
will help you determine the amount you spend in these various areas.
This will help you establish the numbers to put into your budget.
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Once you have determined your income and expenses you must
include some percentage of your income for savings. Hopefully your in-
come will be greater than your expenses thus allowing for savings. How-
ever, if your expenses are too great they must be reduced or your income
must be increased. If there is nothing left at the end of the month, you
have nothing leftover for investment. You must save something each
month. If you don’t you will never have an estate.

Making the house payment is a form of savings but not one that will
ever produce income. In fact it requires you to pay expenses such as
maintenance/upkeep, insurance and taxes which will be ongoing ex-
penses for as long as you own your home. The only way to get money
out of your home is by selling it or entering into a reverse mortgage. [See
chapter on reverse mortgages.] You need income producing assets to
build an estate. Remember your estate is much more than just something
to pass on to your heirs. It is also a necessary source of income for you
to use in your retirement so you can better enjoy the “Golden Years”.

Let’s look at some of those old investment rules to help determine
whether your expenses are within the appropriate ranges. While there
are many rules, we only have space for a few of them. The following are
the basic rules for your home, car, credit cards and savings.

Your home expenses should not exceed twenty eight percent of your
income. This is a number established during the great depression. It in-
cludes your mortgage payment, insurance and taxes. Generally you can
afford a home that costs two and one-half times your annual income.

Your other debt, car loan, student loan and credit cards, should not be
greater than eight percent of your income. You should never have a credit
card balance greater than thirty percent of your credit limit. Always pay
more than the minimum monthly payment and if possible pay the entire
balance.

Your car should not cost more than three months income. A car loan
should never be more than five years and less if you can afford a larger

payment. Remember the shorter the term the larger the payment; but,
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you will be charged a lower interest rate and in the long run the total cost
of the car (purchase price plus interest) will be much less.

You should save ten percent of your income for investment and have
a cash reserve fund of three to six months income to be used only in case
of emergencies. These are basic tried and true rules for saving. Which,
if followed, will allow you to live within your means and save money to
invest and build an estate both for yourself and to pass on to your heirs.

There are any number of helpful tax rules which have been estab-
lished to help you save your money. Examples of these are 401(k) plans,
Keogh, IRAs and Roth-IRAs. You should take advantage of these if you
qualify. If your employer matches your contribution take advantage of
that and make the maximum contribution.

The first challenge is establishing a budget which will allow you to
save. Hopefully this chapter will be of assistance. Then comes deter-
mining how to invest the money you have saved. The matter of actually
investing your assets should be done in such a way as to minimize the
risk and maximize the income. In today’s investment market it is im-
possible for me to assist you in this area. You must discuss this with your
investment advisor who will know and understand your individual needs
and help you establish your investment goals.

Chapter

OWNING YOUR ASSETS
IN JOINT NAMES

We all have some assets and with that comes a desire to both preserve
them during our lives and to dispose of them in a simple, convenient and
prompt manner at our death. How we do that depends on any number of
facts to which various laws apply. One very common method is to title
your property in joint names.
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Property held in joint names passes by operation of law to the joint
owner(s). Types of joint ownership are: Joint tenancy, tenancy by the
entirety, and tenancy in common. Each has its own charistics and
consequences.

Joint tenancy — is property owned by two or more individuals. The own-
ers’ interest is not designated by a percentage. When one of the owners
dies his/her interest in the property passes to the other joint owners.

Tenancy by the entirety — is a special type of property ownership ex-
clusively by husband and wife. The law looks at the husband and wife as
a single unit. Neither spouse may sell the property without the consent of
the other. Upon the death of one spouse the property automatically be-
comes the property of the surviving spouse.

Tenancy in common — is property owned by two or more co-owners.
Each owner has a specified percentage of the whole asset. The ownership
passes at death of one of the owners as specified in the language of the
title.

Many people place their property in joint names with one of their
children as a part of an estate plan. One must remember that there are no
guarantees that the child will carry out your wishes and divided the
property, as you may direct, to the other children. Such a statement as, “I
trust George to do the right thing and share the money with his sisters.”
may not be what actually happens. This is very likely to cause animos-
ity between the siblings.

Placing property in the joint name of a second spouse may exclude
the children of the first spouse for any ultimate ownership in the asset as
the asset will pass the spouse. Hard earned assets may thus not ever pass
to the children of the first spouse and may end up going to the second
spouse’s family.

Placing property in the joint name with minor grandchildren may
cause the need for the appointment of a guardian for the minor grand-
child. This is an expensive legal requirement as minor may not own
property in their own name.
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As with most any ownership status there are different tax conse-
quences. There may be gift tax consequences. The property may become
subject to the debts of other joint owners. Loss of the ability to claim all
of the tax advantages if the property is subject to depreciation. One
should always discuss the placing of assets in joint ownership with your
tax advisor and lawyer.

Chapter

DYING WITHOUT
A WILL

The last chapter was about using jointly held property as a means of
disposing of your property at your death. Some may not think of that as
a means of estate planning but it is because it transfers your assets at
your passing. Another estate plan is not having a will. Again this is not
generally thought of as an estate plan but it is. This is because the state
has a plan for the distribution of your assets. It is estate planning by
default.

When you die without a will the law says, “you died intestate”. In that
case the Missouri law takes effect. Your property is divided according to
the Missouri law of descent and distribution. Missouri Revised Statute
section 474.010 says exactly how your assets will be divided.

The highlights of this section provide for the surviving spouse to
receive the entire estate unless the deceased has surviving children, all
of whom are also the children of the spouse. In that case the spouse will
receive the first twenty thousand dollars plus one-half of the estate. The
balance of the estate passes in equal shares to the children or their
descendants.

If there are children who are not also the children of the surviving
spouse the estate passes one-half to the spouse and the balance equally
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to the children or their descendants. An example of this is the case of a
second spouse, children of a previous marriage, or a child born out of
wedlock.

If there is no spouse the entire estate passes to the children or their
descendants in equal shares. If no children or their descendants, then to
the father, mother, brother or sister, or their descendants, then to the
grandfathers, grandmothers, uncles and aunts or their descendants in
equal shares.

In the unlikely event that you have no heirs at law your entire estate
will escheat (go) to the State of Missouri. Other parts of the statute cover
various rare situations too numerous to discuss in this chapter.

Does being aware of what the state law will do, if you die without a
will, make you feel comfortable? Does the state law divide your estate
as want it to be divided at your death? If you are uncomfortable about the
state dividing your property, according to the state’s plan for distribu-
tion, you must take steps to provide for your concerns. At least you need
a will and perhaps a trust to insure that your desires are carried out.

There are many other situations which may be covered by a will. A
second marriage is a case where it is easy to see the necessity of a will
to ensure that your estate passes as you wish. You, very likely, will want
consider protecting your children and at the same time provide for you
spouse. If you intend to leave assets to your minor (under age 18) chil-
dren or grandchildren a testamentary trust may be appropriate as a means
of requiring the assets be applied in a particular way such as for college
education.

If you want to make a gift to your church or favorite charity it will be
necessary for you to have a will. If you have a child with special needs
it would be wise to have a will so that you could give that child more that
the other children or have a trust to establish a fund which could be used
to care for that child.

Generally speaking dying without a will is not a good idea. The
probating of your estate will be more expensive. Just one example is that
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The list of assets should provide information about the cost of those
assets and the date you acquired it so that a known cost value may be
determined. This will help determine if there is any tax due. Your estate
will receive a step up date of death value but knowing the cost is impor-
tant if an asset must be sold during your lifetime. It may not be easy for
you to prepare this information. But just think how difficult it will be for
your family if they do not know where to find this important information
about your affairs?

When I was in the probate court almost every day someone would
come in to ask me what to do because their loved one had not left any
instructions. Where was the will? What should they do? The confusion
would usually lead to a dispute within the family about how to handle the
problem. There is nothing worse than to see children fight over mom’s
property. Some families became divided in such ways that they end up
never speaking to each other again and often suing each other.

When your children decide to sue each other they choose up sides.
Lawyers are hired by all sides to represent their desired outcome.
Sometimes there are even three sides and even more lawyers. Even the
best lawyers can not promise a specific result. The lawyers charge a fee
and generally all sides are unhappy in the end. I frequently saw cases
where it was said that “only the lawyers” would come out ahead in the
case.

In this and past chapters I have discussed various ways to safely
dispose of your assets without disputes. Please select the method which
best suits your situation, see your attorney and establish an estate plan.
Nothing is more dangerous than doing nothing.

As with all legal situations, you will need to consult with your own
lawyer, insurance agent, financial advisor, and tax advisor before estab-
lishing an estate plan. I can not stress too much how important it is to re-
ceive individual advice from your own professionals before taking any
legal action to carry out your estate plan.
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Chapter

SPECIAL NEEDS TRUSTS

If you have a family member, such as a child with Down’s Syndrome
or a child who has a mental health or physical impairment which makes
him unable to work, who is receiving some form of governmental
benefits; then, you may want to establish a trust to care for that child
after you pass away. There is a particular kind of trust which you may
establish called a “Special Needs Trust.” This type trust is unique be-
cause of its limited application. If properly established it will allow the
beneficiary to maintain eligibility for the governmental benefits which is
very important as everyone who has ever had to apply for the benefit
knows.

Simply leaving a portion of your estate to the child will generally
cause the child to become ineligible for the governmental benefits. The
child will have to spend down the inheritance until the eligibility amount
is reached. Then he must reapply for benefits. Thus beginning the qual-
ification process all over again.

Usually the family is contributing to pay for extra “special needs” and
they want to insure that those needs are met after they die. They also
want to provide for them after their death without causing them to lose
their various governmental benefits. This special needs trust will basi-
cally allow for this to continue with funds provided by the trust.

The family may establish the special needs trust and fund it with a
specified amount. The trust is then used to provide for the beneficiary’s
needs for special things but not for usual support (such things as usual
medical, shelter, food, etc). It is used to provide for things such as a
special wheel chair, a TV, a lift chair, specially equipped van for neces-
sary transportation, special braces, even unusual medical care.
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Because the beneficiary is receiving governmental assistance it is
important to insure that any expenditure will not cause the beneficiary to
lose that assistance. Therefore, it is important to consider appointing a
trustee with specific knowledge of the many complex requirements of
both the governmental benefits eligibility and the special needs trust.
Many times a family member is just not equipped to be a good trustee.
Considering a bank or trust company is often best.

Also upon the death of the beneficiary the government will reclaim
all the benefits it has paid to the beneficiary. If there is a balance it will
be paid to the other residuary beneficiaries named in the trust document.

As with all legal situations, you will need to consult with your own
lawyer, insurance agent, financial advisor, and tax advisor before estab-
lishing a trust and naming your trustee. I can not stress too much how im-
portant it is to receive individual advice from your own professionals
before taking any legal action to carry out your estate plan.

Chapter

WHO SHOULD BE
YOUR TRUSTEE?

I have written about various varieties of trusts in my previous chap-
ters. Very little attention has been given to the very important responsi-
bility of naming a trustee to handle your trust. Initially you are very likely
to be the trustee. This is good because you know what you want to do and
how it is to be done. However, when you are no longer able to care for
yourself or after your death who will do it? Who will you name to be the
successor trustee?

Do you want to name one of your children? How do they get along?
Will they continue to get along if one of them handles the trust and does
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something the other children do not understand or if he/she makes a de-
cision with which the other children do not agree? Does your child know
how to handle all financial requirements of the trust and all of the legal
requirements? Naming a child is not always a good idea.

I have recently heard several horror stories. In one case a sibling is
unhappy with the way in which the other sibling acted as trustee. The
brother didn’t do it the way she thought it should be done. In another
case both sides had lawyers and yet there was distrust between the sib-
lings and doubt about getting a rightful share of the trust. One child told
me it had taken thirteen years to handle a trust and it was still open. I
know of at least one trust where the trustee resigned because of friction
between the children and family problems. Frequently the siblings do
not get the required legal notices with all the appropriate information.
There are alternatives to having family handle the family trust.

Trust companies and banks with trust powers are in the business of
handling trusts. They have the knowledge and experience necessary to do
it right. Both internal and governmental audits ensure that all funds are
properly administered within every trust. Investment experience helps
make certain of the best possible outcome for all beneficiaries. Consid-
ering today’s financial situation it is even more important than ever to
have a trustee with experience in handling your assets with sound fiscal
responsibility.

Making sure that the actual terms of the trust are followed is very
important. As the maker of a trust you have established a plan for the
handling of your assets in the trust. A trust company or bank with a trust
department is independent and unbiased in the handling of the trust.
There is no reason for the trust company to favor one child over another
child. This fairness and impartiality is the hallmark of a trust company’s
reputation.

Banks and trust companies do charge fees. They are required to pub-
lish a fee schedule. Therefore you will know in advance the cost of doing
business with them. The beneficiaries will know the cost. Generally these
costs are less than would be charged by a personal representative and
lawyer handling your will in Probate Court.
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Your child, when acting as trustee, may take a vacation. This may
interrupt or delay the handling of the trust. Your child may not have the
investment experience to know when to hold or sell a stock owned by the
trust. As I said above, with today’s investment turmoil it is even more im-
portant to have a trustee with the experience necessary to know how to
handle your trust.

Making the decision of naming the successor trustee may be the most
important decision you make when you establish your trust. Make it
carefully.

As with all legal situations, you will need to consult with your own
lawyer, insurance agent, financial advisor, and tax advisor before estab-
lishing a trust and naming your trustee. [ can not stress enough how im-
portant it is to receive individual advice from your own professionals
before taking any legal action to carry out your estate plan.

Chapter

REVERSE MORTGAGES

In previous chapters I have written about various ways to distribute
your property and how to establish trusts to handle your investments.
Having covered those topics, [ want to give you some information about
a method of using one of your major assets to produce additional income
which you may need to improve your standard of living. This is the
reverse mortgage.

Unlike a loan with your home as collateral or the sale of your home,
a reverse mortgage allows you to have cash from your home’s equity
without having to repay a loan or move because you sell your home. It
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is the reverse of the initial purchase mortgage. When you purchased your
home you had a purchase mortgage on which you made a monthly pay-
ment. With the reverse mortgage you get that money back in monthly
payments.

How can this be possible? Like other loans you must qualify and sign
a mortgage document. You do not have to move and you still own your
home. Then the lending institution, the bank pays you the agreed upon
amount. These payments may be in one lump sum, in regular monthly
payments, you may request payments only as you need them, or a com-
bination of these payments.

You remain the owner of your home. As with all home ownership you
are required to maintain/make repairs, pay insurance and taxes, pay
utilities and all the usual payments required by home ownership.

The amount of your cash payment will depend on a number of
variables such as the value of your home, the equity you have in the
home, your age, the cost charged by the lending institution and the
interest rates. The older you are and the more your home is worth gen-
erally means you will get more.

When you obtain a reverse mortgage the lending institution will
establish an amount you will be paid. If you chose a monthly payment
you will receive that payment as long as you live in the home. If you die
or move from the home, the balance paid to you plus interest will be due.
Generally, the home is then sold and the lending institution is paid the
amount due and a balance, if any, is paid to you or your heirs. The pay-
ments you receive will never be greater than the value of your home. If
you live a very long time it may be possible that the payments and
interest may be greater than the proceeds of the sale of the home. How-
ever, the bank can not legally require you or your heirs to pay off this
excess payment. This is because the bank has agreed to pay you an
amount based on a formula which includes figures such as the value of
your home, your age, interest rates and a mortality table and you have
simply out lived the formula. The bank is stuck with its agreement and
you will own nothing.
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The lending institution or bank will charge you various fees. It is im-
portant for you to ask what you will be charged and to ask questions until
you completely understand all of the charges. It is possible to “shop
around” to find the best rate.

One drawback from a reverse mortgage is that the amount you receive
will be included in your income and liquid assets limits. Therefore you
may not qualify or lose public benefits because of a reverse mortgage if
you receive more than you actually need.

Due to the limited information in this booklet, it is necessary for you
to consult with your own financial advisor, tax accountant, lawyer and
family before entering into a reverse mortgage as a reverse mortgage is
a legal agreement, just like you should do before making any legal
contract. A very good source for further detailed information is a book-
let from AARP entitled “Home Made Money: A consumer’s Guide to
Reverse Mortgages” it is available on line at www.aarp.org/revmort or by
calling 1-800-209-8085.

Chapter

LIFE INSURANCE - A PART
Or ALL GOOD ESTATE PLANS

When an individual begins planning to build an estate he or she should
consider using life insurance as a part of that plan. In the early stages of
building an estate, insurance may be the major factor. As one matures
and becomes more financially stable different types of life insurance may
be considered.

Let’s look at the various types of life insurance. There are term poli-
cies, whole life policies and annuities. Each has a place in an estate plan.
The place may depend on where you are in the life cycle.
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Term life insurance provides a certain amount of coverage for a set
term. This type policy is best for a younger person with a family and a
debt such as a home mortgage. With this type policy a large amount of
coverage may be obtained for a relatively low premium. As an example,
you have a home mortgage of $125,000.00 and an annual income of
$55,000.00. Such an individual may want to assure that his family can
keep the family home and live for several years off the insurance pro-
ceeds. This person may purchase a three to five hundred thousand term
life insurance policy which would pay off the mortgage and allow the
family to live for three to five years without the surviving spouse work-
ing outside the home.

With term life insurance the insurance company sets a premium which
is paid for a certain term. As long as the premium is paid the policy re-
mains in force. If the premium is not paid the policy lapses and there is
no insurance. By its very nature, the term policy is intended to be used
for a limited time. The length depends on the needs of the insured. Once
the mortgage is paid and other assets have been accumulated term
insurance may no longer be the best type policy. It may be time to shift
to another form of life insurance.

Whole life insurance is helpful for long term planning. With this
type of insurance a certain amount of coverage is purchased and a pre-
mium is set which must be paid for the rest of the insured’s life. One of
the benefits of whole life (which is not available in a term life policy) is
that the policy earns a cash surrender value. After several years the pol-
icy builds a sum (cash surrender value) which may be used to make a
loan against the policy. If a loan is made the face amount of the policy
is reduced by the amount of the loan. Therefore, at death of the policy
holder the insurance company will pay the difference between the face
amount of the policy and the amount of the loan to the beneficiary. One
may also terminate the policy and take the cash surrender value in cash.

The proceeds of the whole life policies are frequently used: to pay
funeral expenses; to invest for additional income to the surviving spouse;
as a means to pass some immediate cash for inheritance tax; costs of ad-
ministration of a probate estate; and for lump sum payments to children
and/or grandchildren.

[24]



An annuity is a policy which pays the insured a certain amount,
usually monthly, for the remainder of the insured’s life. This is a great
retirement tool. There are various types of annuities. A common type
requires that you pay a monthly premium until a certain date at which
you begin to draw the agreed amount for the rest of your life. A lump sum
policy is purchased by the payment of a set sum in return for the guar-
anteed monthly payment. It is often possible to convert a whole life pol-
icy into an annuity. The payments from the annuity may be used to
supplement other retirement income.

This chapter covers only the very basic insurance concepts. It is very
important that you contact your own insurance agent, financial advisor,
tax accountant, lawyer and members of your family for assistance with
your estate plan.

Chapter

CaAN I GIVvE MY MONEY
AWAY & STILL GET STATE
NURSING HOME BENEFITS?

I have done research which is the basis of this chapter. However, the
short answer is call the Family Support Division. The phone number for
Franklin County 636-583-2571. Ask for an Eligibility Specialist.

The general tone of the questions I have been asked is, “How do I give
away my assets so [ don’t have to pay for my nursing facility care?” Usu-
ally there is the family home, a car, and some savings. The individual’s
or couple’s assets are modest and there is not enough income to pay for
their nursing home care. They want to give all their assets to the children.
There are a number of problems with this idea. First, doing so may dis-
qualify you from receiving benefits. Second, once you give it away you
have lost control of your assets. Third, are you sure your children will
help you once they have your assets?
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One of the questions on the application for benefits is, “Has anyone
in your home sold or given away any money, vehicles, property, or any
other resources within the last five years?” This is the state’s “look back
rule”. If you must answer this question “yes” then you may not qualify
for benefits. So, giving away your property may not work unless you
have the foresight and ability to predict the future. How will you foresee
when you will need the assistance?

Giving away your property, if by gift, means you will lose complete
control of the property. I know, you may think your children will always
help you. But are you sure? What if one of the children is involved in a
divorce and the spouse gets some of your property as a part of the divorce
settlement? Perhaps that child will no longer be able to help you. What
if the child has an accident and a judgment is entered against him/her?
Your property may be taken to collect the judgment.

You very likely believe your children will always take care of you.
But will they? What will they do with the assets you give them? Do they
have the necessary medical training to care for you? Will you have to go
live with your child and your in-law? How will you get along? How can
you be sure your plan will be carried out by your children? There are
just so many questions you must ask.

If you have to apply for benefits the type of benefit you apply for will
depend on your specific need. The requirements are very technical and
much too detailed to discuss in this brief article. I hope to simply bring
some of the highlights to your attention and provide enough information
so you may have a head start when contacting the Family Support
Division.

There are two nursing care programs. The first is the Supplemental
Nursing Care which provides for a monthly cash payment. The payment
varies between $156.00 and $390.00* depending on type of service and
patient’s need. The second is the MO HealthNet Vendor program. Here
the benefit is paid directly to the nursing facility. With this plan a resi-
dent must use all available income (except $30.00 per month for per-
sonal needs) to pay for care.
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To be eligible for Supplemental Nursing Care (cash benefit) a person
must be 21 or older, have a determined need for a specific level of care
in a nursing facility and meet eligibility requirements. The MO Health-
Net Vendor program pays directly to the nursing facility. Vendor pay-
ments are available to those who are certified for care in a nursing facility
or mental health hospital. One must have been screened before entry into
a MO HealthNet-certified nursing facility. You must be 65 or older for a
state mental health hospital. You may not have given away, sold or trans-
ferred property (real or personal) within five years for less than fair mar-
ket value or without valuable consideration. And finally, you must meet
all other eligibility requirements

There are special provisions for married couples when only one en-
ters a nursing facility. This allows a portion of the couple’s assets be set
aside to the spouse who remains at home. There are also spenddown pro-
visions which may apply. These refer to the amount of medical expenses
that are a person’s own responsibility, similar to an insurance deductible.
Generally this requires spending any amount above the eligible income
limit. The spenddown amount must be met before eligibility is estab-
lished. The Eligibility Specialists will assist an applicant in determining
the amount. A plan may be established to spenddown your assets until the
eligibility requirements are met.

If one desires to be considered for benefits he/she must complete the
four page “Medicaid Application/Eligibility Statement”. This form asks
many of the usual questions such as name, reason for applying, name of
nursing facility and military service. Employment and income sources
are major parts as well as insurance coverage. Asset questions deal with
cash and securities, personal property, vehicles and real estate. A major
concern is the transfer of property and resources as mentioned above.

I would advise gathering the necessary information before going to
visit the Family Support Division. The form is available on the Family
Support Division web site. I would suggest that you get a copy of it be-
fore going to the Family Support Division. Try your best to complete as
much of the form as you can. That will be very helpful to the Eligibility
Specialists. However, don’t fret if you are not able to do this as the Eli-
gibility Specialists are trained to assist you.
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For additional, specific information, go to the Family Support Divi-
sion web site www.dss.mo.gov. When you reach the home page click on
the Health Care button and then under that listing go down to the listing
on Medical Assistance for Elderly, Blind & Disabled. A second area is
listed for Nursing Care. Both areas provide much more detailed infor-
mation than in this article. You must go the to the Family Support Divi-
sion in person to apply for benefits at which time a Eligibility Specialist
will assist you and answer all your questions. The information in this ar-
ticle is minimal and may not fit your specific needs. You should depend
on the Eligibility Specialist for the final word.

*These amounts are subject to change.

Chapter

PLANNING FOR THE
“GOLDEN YEARS”

may require more gold than you think

The previous chapter was about receiving state benefits to assist in the
cost of nursing facility care. In the chapter we will discuss the alterna-
tive arrangements which may be made to assist if you do not qualify for
state benefits. Short of paying your own costs or having your children
pay there is nursing home insurance.

It might be good to look at the type of care available before examin-
ing the costs. There are three basic skill levels; each is based on a par-
ticular level of need. The lowest level of care is in a Residential Care
Facility. The intermediate level is in an Assisted Living Facility and those
who need the highest level of care will reside in a Skilled Nursing Fa-
cility. The state licenses each category and has regulations to govern each
facility. In Franklin County there are eight Skilled Nursing Facilities,
five Assisted Living Facilities and five Residential Care Facilities. We
are fortunate to have such a large number from which to choose.
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The services provided by a Residential Care Facility are limited to
shelter, board and protective oversight. Medications may be adminis-
tered but the individual must be able to exit the facility without assis-
tance in case of an emergency. Assisted Living Facilities provide slightly
more care as they will assist with daily activities such as eating, dressing,
bathing, toileting, transferring and walking. Meds will be supervised and
the individual may need minimal assistance in safe evacuation. Skilled
Nursing Facilities provide all of the former services plus skilled nursing
care by a registered nurse. They also provide observation, care, counsel-
ing, administration of meds and treatments as prescribed by a doctor.

Selecting the right nursing facility is not easy. There is a new rating
system which was established by the Health & Human Services Depart-
ment. It gives a number of stars, like the famous star rating system for
restaurants. Five stars is the highest ranking it indicates much above av-
erage. The lowest is one star for much below average. If you want to
check the rating of a particular nursing facility go to
Medicare.gov/NHCom-pare/home.asp and click on the “Nursing Home
to Compare” button. Then select state and county to see the ratings.

I contacted almost all of the nursing facilities in Franklin County to
ask them about their costs. The costs naturally vary. There are semi-pri-
vate rooms and private rooms. The cost range is as follows.

The range in a Skilled Nursing Facility is from a low of $111.00 per
day for a semi-private room to $159.00 for a private room. The average
is $124.00 for a semi-private and $137.75 for a private room. The aver-
age annual cost would be approximately $42,000.00 for a semi-private
room and over $50,000.00 for a private room. These are staggering num-
bers, which most of us don’t want to have to spend.*

The lowest cost for Assisted Living Facility was $85.00 for a semi-
private room and the highest was $90.00. The average was $87.50 which
amounts to almost $32,000.00 per year. A private room ranges is from
$107.00 to $110.00. Thus the average is $108.50.*

Residential Care Facilities have lower costs because the necessary
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care is less. The costs range from $42.00 for a semi-private room to
$65.00 for a private room. The averages are $48.50 and $67.50 respec-
tively. Even the lowest level of care is expensive. The annual averages
are $17,700.00 for semi-private and $24,600.00 for the private room.

So, if you fail to qualify for state assistance, how do you pay for the
cost of residential care? The first choice is simple, you pay for it. Have
you saved enough? Most of us don’t like that idea of spending our money
for the nursing facility, so what are the alternatives? Nursing home in-
surance is one choice. There are various types of nursing home insur-
ance which in the insurance industry is called “long term care insurance”.

Long term care insurance, depending on the coverage, may pay for
home care, assisted living, adult daycare, respite care, hospice care, nurs-
ing facilities and Alzheimer’s facilities. Some policies may even pay for
a visiting or live-in caregiver, companion, housekeeper, therapist or pri-
vate duty nurse. Naturally the more coverage you have the larger the
premium. Before purchasing a policy be sure you understand all the cov-
erage and more importantly what is not covered.

There are two major types of long term care insurance, Tax qualified
and non-tax qualified.

The tax qualified policy is the most common. It requires a person to
need at least 90 days of care. There are other requirements, the person
must: 1) be unable to perform two or more of the basic daily living ac-
tivities (eating, dressing, bathing, transferring, toileting, and continence)
without assistance, or 2) need substantial assistance because of severe
cognitive impairment.

The non-tax qualified requires a medical necessity “trigger” by which
a doctor certifies that the patient has a medical reason covered by the
policy. Then the policy will pay the specified benefit for that service. As
the name indicates this type policy is not tax exempt.

Premium rates are determined by several factors, these are; age, daily
or monthly benefit, length benefits are paid, elimination period,
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inflation protection and the individual’s health. Some companies allow
for a couple’s discount. Premiums are payable monthly, quarterly, semi-
annually or annually. The information in this article is merely to give
you general information. For specifics and benefit details you must see
your own insurance agent.

Another option is an annuity which is purchased from an insurance
agent or financial planner. There are several types, monthly/annual pre-
mium payment or a lump sum payment is the most common. With the
first type you make annual or monthly payment until a certain age at
which time you are paid a guaranteed amount. With the second type you
pay a lump sum after which you are guaranteed a monthly payment for
the rest of your life. Both types the premium is based on insurance risk
factors.

There are not many other options to pay for care for the elderly who
can no longer care for themselves. From a planning standpoint it is very
hard to know exactly what to do. You may simply plan to pay for the
cost — save, save, save. If your income is large enough you can use the
income to pay the cost. You may not save and if you have almost no as-
sets the state will pay for you. You may purchase long term care insur-
ance or an annuity. You could consider a reverse mortgage which was
discussed in chapter 11. No matter what you do, it is very unlikely that
you will have enough “gold” to pay for your care in the “Golden Years”.

As with all financial concerns you will need to check with your own
financial advisor, your accountant, your tax preparer, your insurance

agent and your family before taking any action.

*These amounts are subject to change.
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Chapter

THE TEN MOST COMMON
ESTATE PLANNING MISTAKES

I recently attended the MOKAN Trust Conference during which one
of the speakers, Steve Goldman talked about the ten most common es-
tate planning mistakes. These are his titles with my own comments. A lot
of the mistakes are just plain common sense while others are cracks in
the pavement into which you are likely to trip before you even notice
the problem.

1. Improper or Poor Titling of Financial Assets

Based on my experience, the failure to specifically title assets is the
most frequent reason for litigation. This happens when jointly held prop-
erty does not clearly state your exact intentions. If you want joint own-
ership in the present tense then you must state all names as joint owners.
If you expect the future transfer upon your death then you must use the
“transfer on death” language. Choices are: a) your name followed by
other names and ending “with right of survivorship”; b) your name fol-
lowed by “transfer on death” to whomever you name; or, ¢) your name
followed by “pay on death” to the person or persons you name.

You must be clear when the asset is obtained or when you decide to
place other names on it to make sure the agent, banker, broker, title com-
pany, etc. understands just what you want done. If you do not properly
title the asset a court of law may make a determination of ownership you
did not intend.

2. Failure to Execute or Appropriately Draft Powers of Attorney

It is important to have someone to assist in the situation when you can
no longer care for yourself and/or your assets. A Power of Attorney is an
appropriate document for this purpose. There are many things that can be
done by the person to whom you give the “power of attorney”.
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However, unless the document specifically provides a certain power it
may not be done. One frequently omitted power is the power to make
gifts. Do you usually make weekly contributions to your church? Would
you like for them to continue? Do you make Christmas gifts to family
members? Is this a pattern you want to continue? Is there some limit on
those to whom you would want to make gifts? For example would you
want the person holding the power of attorney to be able to make a gift
to himself or his children?

Gifting is a powerful opportunity to dispose of property in an effort
to reduce estate taxes. It is also very important to know that you can trust
the person holding the power of attorney. Just reading the document may
not be enough. You must make sure it says all of the things you want and
that it does not make provisions which you do not understand.

3. Failing to Use a Revocable Life Insurance Trust

Owning a life insurance policy is often a very good estate planning
tool. Generally one names his or her spouse as primary beneficiary and
children as secondary beneficiaries. Are you concerned about protecting
the proceeds? If you named a revocable life insurance trust as the bene-
ficiary the asset would be protected from the creditors of your spouse or
children. You could specifically require the funds be used for the college
education of your children. You can provide for your spouse to have the
income during his/her life and then to your children. If the policy pro-
ceeds are paid directly to your spouse and he/she remarries the proceeds
may end up with the family of the new spouse and not your children. If
not properly placed in a trust it is very likely that the insurance proceeds
(possibly the biggest asset to be available at your death) may end up in
the hands of someone you never intended.

4. Lack of Attention to or Out-Dated Beneficiary Designations

You’re IRA, 401K, retirement plan or life insurance policy will have
a designated beneficiary. Are you sure that the person you named is the
one you want to get the property if you died yesterday? Many times a
person divorces and forgets to change these beneficiary designations. Is
someone named a beneficiary who is no longer living? Just make sure the
beneficiary is current.
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5. Failure to Use Testamentary Trusts

Unless you are certain that a beneficiary named in your will has the
ability to properly preserve the assets you leave him/her, it may be ad-
visable to establish a trust. That will prevent the assets from becoming
the target of creditors. By the use of a testamentary trust you may name
the trustee and specify the way the assets are to be handled. This will
prevent the beneficiary from squandering the property.

6. Failure to Adopt an Active Gift Strategy

It may be very important, especially if Federal Estate Taxes are a con-
cern, to establish an annual giving pattern. Giving up to the annual ex-
clusion limit will at least reduce your estate and perhaps eliminate
inheritance taxes. As mentioned in number 2 above, make sure you have
the power to make gifts in your Power of Attorney.

7. Failure to Give a Copy of Living Will to All Interested Parties

I am sure you know about living wills. It seems we have all been en-
couraged to sign one. But have you given copies of your Living Will to
the people who need to know your desires? We all know to give copy to
the person we have designated to have the power to make the decision
we can no longer make. But you should also give copies to your spouse,
children, doctor, lawyer, minister/priest/rabbi, maybe even your next
door neighbor. I have been told that at least one state has passed a law re-
quiring people to put a copy on their refrigerator. That may go a little far
but make sure copies are in the hands of everyone you think might need

a copy.

8. Failing to Consider Other Family Resources

Most of us want to give our assets to our children once there is no sur-
viving spouse. Have you every considered that your children, who have
spouses, may also inherit property from their spouse’s side of the fam-
ily. In such cases it is possible to double the child’s assets and create a
tax problem for him/her which you have not considered. Simply giving
the assets to this child may not be wise. Perhaps a trust would be better
as the assets would never be a part of the child’s estate for tax purposes.
This is a case where discussing the situation with your child is
advisable.
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9. Omitted or Poorly Conceived Charitable Transfers

Have you thought about naming your church or favorite charity as a
beneficiary of your estate? Obviously, giving during your lifetime is an
option with which we are all familiar. However, giving by will or trust
is not so apparent. There are a number of relatively new planning tech-
niques which are too detailed to describe in the article. You may want to
ask your lawyer about charitable remainder trusts or charitable unit trusts.

10. Use of Incentive Trusts and Other Restrictions

There are some who believe that they should make some requirement
on a bequest as an incentive to make a beneficiary of your trust do a cer-
tain thing. You may want your child to complete college and therefore
make that a requirement to receive the bequest. You may be concerned
that because of the bequest your child will “want to live off the income
and not work”. As an incentive, you may require he/she earn a certain
amount before he/she can receive the income. There are all kinds of in-
centive ideas. Just be careful to insure that if the requirement is not met
that there is some alternative.

As with all financial concerns you will need to check with your own
financial advisor, accountant, tax preparer, insurance agent, lawyer and
your family before taking any action. All legal action has some conse-
quence. Make sure you understand them.
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Chapter

How THE
FRUGAL SPEND

By those who know me, I have a reputation as parsimonious-- that’s
tighter than frugal. I have always applied the adage “It’s not what you
spend that counts--it’s what you save.” With today’s economy it is more
important than ever to spend wisely.

In previous chapters I have mentioned that budgeting is important as
a means to control spending. If you spend it you can’t save it. Saving
must become your first priority. As I have said before, you can’t accu-
mulate an estate without a plan and part of that plan must be a budget cal-
culated to reduce your spending. However, we must all make necessary
purchases; so, how do we save while spending?

We must think of ways to spend less or better yet to delay spending.
There are times when stores conduct annual sales. January often features
carpet and home furnishing items. After Christmas sales are great. Buy
cards and items you can use next Christmas. Air conditioners are a good
bargain in February along with white sales (linens, sheets & towels).
March has winter clothes on sale at a time when you can still use them.
May, will feature outdoor furniture, TV’s and appliances on sale. July is
a good time to buy summer clothes, mattresses, washer & dryers. August
& September have Labor Day sales of many items. It’s a great time to
consider the purchase of a new car from the current year after the intro-
duction of the new model. December is great for furniture, appliances
and TV’s.

Do you need the latest, best model? If you are looking for a com-
puter, TV or other electronic equipment consider something short of the
newest most expensive model. Do you really need the 1080p HDTV
when the 720p will do? You can now get laptops in 2, 3 & 4 GB but do

[36]



you really need the biggest. Cameras now are up to 12 pixels. Unless
you are a professional photographer something less will do. Yes, you
want to get the product which will meet your needs but over kill will
cost more and be of no real benefit to you. What good is an application
which you will never use?

Going green is currently a “politically correct” term, in part, for what
I have always called being frugal. I agree that it is good to save the
environment and generally doing so also will save your bank account.
Consider using the new fluorescent lights, turning off lights when not
necessary, getting a programmable thermostat, run the dishwasher and
dryer at night in the summer and don’t use more water than necessary.
Saving your money generally will also save the environment.

We all enjoy going out to eat. But it can be expensive. Eating at home
will give you better food at less cost. Prepared cereal products are very
expensive, consider oatmeal it’s cheap. Save going out for special occa-
sions and then always take a “carry home” to supply part of a meal for
the next day.

New cars are nice but you pay a high price for the first several years
of depreciation. Consider a “certified pre-owned” car with a manufac-
tures warranty. Keep it well maintained and it will last a long time. If
you keep the car long enough it won’t be worth much but the annual cost
will be really low.

Trendy clothes may look good this year but what about next year? In-
stead, buy traditional clothes (they will always be in style) in the off sea-
son. Quality is important — not price. Remember you pay for that “logo”.
Department stores have sales so often that you should almost never pay
full price. Look for sales where they offer an additional 30% to 50% off
items already on sale at a reduced price. Thrift shops are a great idea.
You can often find an expensive item, for a very small price, if you are
willing to spend the time looking.

Before making a big purchase it never hurts to ask whether some dis-
count is possible. Try something like, “This isn’t just exactly what I had
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in mind but for the right price I would take it.” You would be surprised,
even in big department stores the clerks are sometimes authorized to give
discounts when asked. Just try, it never hurts. If you don’t ask the answer
is always no.

Don’t forget to use coupons. There are many sources for coupons. The
weekend papers frequently have many manufacturers’ coupons plus
many store advertisements contain coupons. There are now many online
sources for coupons. Significant savings are available with the use of
coupons. Senior citizen discounts are also another means of savings. Al-
ways ask the merchant whether they give a discount to seniors.

We should all live within our means. We can only do that if we main-
tain a standard of living equal to our balance sheet. Then we won’t look
like the man in the commercial who shows us all his expensive posses-
sions and then admits that he is in debt up to his eyeballs. You can be a
frugal spender or a big spender. Which are you?

Chapter

Is YOUR NEST EGG BIG
ENOUGH?

(CaN You AFFORD TO RETIRE?)

Everyone looks forward to retirement. At the same time, almost every-
one who faces retirement is uncertain about whether they can afford to
retire. One of the most frequent statements I hear now is, “Because of the
downturn in the economy I will have to work a few more years than I
planned.” How much have you set aside for retirement? Is it enough?

The goal of all of these chapters has been to enlighten the reader about
estate planning. A natural part of that is planning for your retirement.

[38]



According to Brett Hammon in a July 30, 2009 article in BusinessWeek
you will need 70% of your pre-retirement income for your post-working
years. That means that if you have an annual household income of
$50,000.00 you will need a retirement income of $35,000.00 to sustain
you in retirement. How will you obtain that annual income?

There are a number of sources for your retirement income. They are:
Social Security, IRA’s, Annuities, 401k’s, Pensions, and Self-Employ-
ment Retirement Plans. Naturally, you will want to consider the income
from each source available to you. First contact the Social Security Ad-
ministration to obtain an estimate of how much they will pay you at a
given age beginning at age 62. You should be able to obtain information
about all of the other options directly from the company in which that op-
tion is held.

Once you know the amounts to be paid by the various options, you
will be able to determine how close you will come to the necessary in-
come. The difference will have to come from your personal savings or a
part-time job.

Hopefully you have planned well for your retirement. According to
Bret Hammond, (in that same BusinessWeek article) you will need to
start saving and investing early in life. Let’s say you want to retire at age
65. He says that by age 35 you should have saved 2.1 times your annual
salary to be on track. That by age 45 you should have reached 3.6 times
income and at 55 you should have 5.4 times income. By age 65 you
should have a staggering 7.7 times annual income. How close are you?
Using an annual income of $50,000.00 requires that you have stashed
away $385,000.00 by age 65.

If you have saved the $385,000.00 you could withdraw, assuming a
3% rate of return, $2,900 each month. This would last 13 years. This will
get you to the average age span of 78 years. It may not be necessary for
you to have not saved this entire amount. You can consider income from
the other sources stated above. Let’s say Social Security and your com-
pany’s pension will supply you with half of the $2,900.00 then you will
only need about $190,000.00 to pay you $1,450.00 per month, it will last
the same 13 years.
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These are staggering amounts of money. Do you have sufficient in-
come to allow you to live with nearly the same standard of living you en-
joyed during your working years? If you have been able to do this I
congratulate you. If you have not, please advise your children so that
they can enjoy the standard of living they want to continue to enjoy when
they retire.

Chapter

PLANNING FOR SENIOR
HOUSING

Are you thinking about changing your housing? Do you know what
your choices are? Are you going to make plans for what may be an in-
evitable fact of life? There are alternatives to nursing homes or assisted
living homes. Will you plan to make the change?

There are two types of us when it comes to changing our housing.
One is the planner the other is the reactor. It should be apparent that you
are better off if you are a planner. First you get to decide what you want
to do. Second, economically you are generally ahead. Lets look at the
difference.

Making the decision may be hard. It may not be necessary for some-
time. But planning for a move is a decision you get to make. The alter-
native is to have someone make the change for you. It will not be your
own decision. It may not be the decision you would have made and you
may not like it. Emotionally it is always better to plan such an important
event in your life.

Planning gives you the ability to control the process. Generally you
have more choices. If you plan, you may move at your own pace. If you
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chose to sell your home you will have the ability to wait for the right
price. Even in today’s depressed home market, you are better off being
able to wait for the right buyer. Statistically you come out ahead.

Those who don’t plan are generally forced by poor health, death of a
spouse, or financial problems to react to the problem. Frequently, the de-
cision is made for you by a child. It may not have been the decision you
would have made if you had planned. In this case the sale of your home
may be rushed. You may have to settle for the first price offered. Gener-
ally you will lose money because of the forced sale.

What types of change will you chose to make? You might chose: Sen-
ior housing, independent living home, senior apartment, nursing home.
There are other options. Consider your needs and financial situation and
make the best choice available.

The least change may be moving to a senior housing community.
Generally these housing complexes are for people over 55. They may be
small houses, condos, duplexes or apartments. In this type housing you
will be completely independent. The advantage will be that you will not
have to worry about mowing the lawn, snow removal, or outside upkeep.
Some facilities may even offer meals, laundry, maid services, and trans-
portation. However, you may be paying a monthly fee for these services.
Make sure you know the cost and that it will fit within your budget.

The next lest restrictive living arrangement is a Residential Care Fa-
cility. The next step up is intermediate care in an Assisted Living Facil-
ity. The highest level of care is in a Skilled Nursing Facility. These living
arrangements were discussed in chapter 14. Planning for these levels of
care should involve you going to visit the facility, talking with the ad-
ministrator, determining whether the cost will fit into your budget, and
making sure the level of care offered is right for you.

Planning will allow you to stay in the community near family and

friends. You will be able to stay more socially attached to your church
and community organizations. This may be called “aging in place”.
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Chapter

IT’Ss NOVEMBER, HAVE YOU
DONE YOUR TAX
PLANNING?

Now is the time to begin to plan ways to save on both on your 2009
income tax and on methods to save on estate taxes.

Several easy ways to save on your income taxes are as follows:

1. Charitable Contributions: If you are planning to make a charitable
donation, do it now and make sure you get the appropriate receipt.

2. Sell Losing Investments: With the stock market down, you may have
a losing investment. Sell it to claim a loss. You may qualify for up to
$3,000.00.

3. Make a Contribution to Your IRA: Consider making an additional
contribution to your IRA. (See you own tax advisor for details.)

4. Prepay Some Bills: You may want to prepay mortgage or predictable
medical expenses such as eye glasses, hearing aids, etc.

5. Deduct for Job Search Expenses: If you have been unemployed or
looking for a better job you can deduct the expense of the search. These
expenses are for such things as travel, lodging, phone calls, resume
preparation and career counseling.

6. Foreclosure Relief: Hopefully you have been able to maintain your
home mortgage payments but if not then you are entitled to relief. If your
loan was reduced, restructured or foreclosed you may qualify for relief.
7. New Home Credit: If you purchased your first home you will be
eligible for a tax credit of as much as $7,500.00.

Estate planning is a little more difficult but just as important. Estate
taxes are not exactly clear. The current law is set to expire at the begin-
ning of 2011. No one knows just what congress will do.

Under the current law, the exemption for 2009 is $3.5 million. In 2010
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there will be no federal estate tax. When the tax returns in 2011 the
exemption will be $1 million. Will this be changed by congress? Now is
the time to see your estate planner to make sure you are able to take ad-
vantage of whatever may happen.

There are several innovative ideas you may want to consider. Three
of them are the Family Limited Partnership (FLP); the Grantor Retained
Annuity Trust (GRAT), and the Grantor Trust (also known as the Inten-
tionally Defective Grantor Trust). These are all very sophisticated
investment techniques which require the assistance of your lawyer to
properly draft and help you understand them. Here is a very brief de-
scription of them.

The Family Limited Partnership (FLP) is something like a family
investment club. What happens is the family pools its assets (stocks,
bonds, real estate, etc.) into a family-owned partnership. The individual
interests are equal to the percentage of contribution by each member of
the family. The advantages are that the family is able to take advantage
of a larger account to obtain lower management fees and obtain better in-
vestment opportunities. Also the FLP cannot be reached by creditors or
divorcing spouses. Interest in the FLP may be gifted to easily take ad-
vantage of the annual gift tax exemption.

The Grantor Retained Annuity Trust (GRAT) is great for minimizing
the gift tax. The donor establishes a trust funded by cash or various other
assets. He then is required to take an annual payment from the trust, the
amount of which is engineered to return the donor’s original investment
plus a minimum rate of return. This rate is known as the “hurdle rate”
which is set by the IRS. The August 2009 rate is only 3.4%. Any left
over assets are then donated to the donor’s children without gift tax. For
an example of the actual benefit to you see your tax advisor or lawyer.

The final idea is a Grantor Trust (also known as the Intentionally De-
fective Grantor Trust). This trust is used by the donor to transfer assets
to his beneficiaries. It is a better way to transfer money to your grand-
children and is a more effective way to shelter the gift. It also is great to
avoid the generation-skipping tax. Again this plan requires special draft-
ing by your lawyer.
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Chapter

BURIAL - WHAT HAVE YOU
DoONE ABOuT IT?

Most of us don’t want to think about dying, let alone do any planning for
what will happen to our bodies at death. Well, it is going to happen; so,
do some planning! Do you know who will make plans for your funeral
if you do nothing?

Let’s look at the law which establishes who has the right to make fu-
neral arrangements. Missouri statutes have a full chapter dealing with
the disposition of your body at your death. It is Chapter 194 of the Mis-
souri Revised Statutes. This law establishes a priority list, as follows:

1. The person named as power of attorney in a durable power of

attorney. But only if that power is specifically granted;

2. Your surviving spouse;

3. Any of your children. This is subject to certain requirements for a

minor child;

4. (a) any surviving parent;

(b) if the deceased is a minor, a surviving parent who has
custody;

(c) if the deceased is a minor and the parents have joint custody
then the parent whose residence is the child’s residence for
purposes of mailing and education.

5. Any surviving sibling;

. The next nearest surviving relative;

7. Any person willing to assume financial responsibility for the
funeral when no next of kin will assume such responsibility.

8. The county coroner or medical examiner.

[*)

The best thing for you to do is to make arrangements in advance with

your funeral director. Also, contact your pastor, priest, rabbi, etc. to

discuss your desires about a funeral service. That way you will know

what will happen. You will also save members of your family from
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wondering what you would have wanted. If you pay for the cost of the
funeral in advance your family will not have to worry about making the
arrangements or paying for your funeral.

Many times people want to put instructions in their will. This is gen-
erally not a good idea because the will may not be found in time to be
considered. Remember, your will is not enforceable until admitted to
probate and that will take too much time to have any effect on your fu-
neral. Your family members should know what you want. This is espe-
cially true if you have not made arrangements with the funeral director.

Do you have a cemetery plot? Your church may have a cemetery.
Many cities have cemeteries and there are various private cemeteries and
many family cemeteries. There are also fraternal organizations which
operate commentaries. You will want to make sure that the cemetery has
an endowed care fund. This is commonly called perpetual care. Again,
Missouri has a whole chapter (Chapter 214) regulating cemeteries. It is
much too long to discuss. Suffice it to say, do your homework, buy a lot
or plot and make sure the family or funeral director knows where it is.

So, how do you make the arrangements? Simply go to the funeral di-
rector, sit down, consider the various choices and make the plans. Go to
your pastor, etc. and discuss what you want. This all sounds so very sim-
ple. However, if you do nothing no one will know what you want and
there may be confusion.

Making plans is especially important if you are in a second marriage.
It that case your children will not have the first priority because of the
statute gives priority to the spouse before children. If you are single with-
out children, you may want to consider naming a power of attorney to as-
sist in making the arrangements. Just remember that the specific power
to plan your funeral must be included in the document.

If you do nothing, as is so often the case, the state has a plan for you.
The state’s plan may not be what you want. Consider the statute outlined
above. If you don’t want it regulate who does your burial/funeral arrange-
ments then you had better do some planning.
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Chapter

PRE-PAID BURIAL
ARRANGEMENTS

In the previous article I discussed the priority established by the Mis-
souri law for those who may plan your funeral. If you want to plan your
own funeral, you should establish a pre-paid burial arrangement with
your funeral director. Why is a pre-paid funeral arrangement a good idea?
There are several reasons.

The most common reason for a pre-paid burial arrangement is to set
aside funds for a funeral within the spend-down provisions of Medicaid
qualification. As a person nears entry in a nursing home, he/she may
want to qualify for Medicaid. To do so he/she may have only $999.00*
in cash. Therefore, any cash above that amount must be spent-down. A
good place for your funds may be an irrevocable pre-paid burial arrange-
ment, thus eliminating the amount paid for the pre-paid funeral arrange-
ment from available cash assets.

The other common reason for a pre-paid burial arrangement is
simply planning to ensure your own desires are carried out. This is es-
pecially important if you are single without children. If so, who will
make the plans for your funeral after you die? Remember, if you don’t
do the planning someone else will do it. It may be done by someone you
do not want.

So, once you decide to make your own funeral arrangements the first
thing you must do is go to your favorite funeral director. You will sit
down with him/her and discuss your desires. Do you want a traditional
funeral, to be cremated, or to donate your body to science? If you choose
a traditional funeral there are many decisions you must make.

You will be asked to select a coffin, a burial vault, the times for
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visitation, etc. In the “old days” you would purchase a casket at a given
price and all services were included. This is no longer true. Funeral di-
rectors are required by federal law to provide you with an itemized list
of their services. This list will be very detailed. The purpose of this is to
allow you to know just what services are available together with the cost.
You will choose only those services you want. You will want a coffin
and vault. But there are items you may not need. For example you may
want to provide a car for the pall bearers rather than to use one provided
by the funeral home. Doing so will save the cost of that service. When
you will select the services you want the funeral director will make them
a part of the pre-paid burial contract.

You will get a contract stating all of the items you have selected and
the services you want the funeral home to provide. All of those prices
will be fixed, meaning they will be paid for no matter what prices may
have changed to before you die. There are a number of factors over
which the funeral home will have no control such as grave opening, obit-
uaries, minister, organist, singer, sales tax, etc. these items may increase
in cost. Therefore, the amount in the plan for those items will not be
fixed and thus subject to change.

There are three ways to fund the contract: a Trust, a C/D or an Insur-
ance policy. The Missouri statutes establish the various rules for this.
You get to choose the type you want and you must be given a copy of the
contract.

My information leads me to believe you may spend a minimum of
$5,000.00 up to as much as $15,000.00 or more for a traditional funeral.
The average is somewhere around $8,500.00. The three biggest items
are the casket, vault and funeral home services. The costs for cremation
or donations of your body to science are considerably less.

I want to say a special thank you to Bill White of Nieberg-Vitt Funeral
Home for his help providing background information which was very
useful in the preparation of this chapter.

*These amounts are subject to change.
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Chapter

ARE YOUR ESTATE
DocUMENTS UpP TO DATE?

In previous chapters I have discussed the various documents which will
make up your estate plan. It is always good to review what you have and
determine whether your estate planning documents are up to date. Your
circumstances may have changed and the laws may have also changed.
These changes could affect your older documents.

The documents you need to have a complete estate plan are a Will, a
Trust, a Durable Power Of Attorney and a Health Care Directive. Not
everyone needs a trust but it is something you should discuss with both
your attorney and your investment advisor. What you need to do is sit
down with each of your present documents, read them carefully, and de-
cide whether you want to make any changes; and, if you do call your
lawyer to make an appointment.

Just in case you don’t have any of these documents, let’s briefly look at
what they are.

A Will is the first estate planning document. It is a written document,
dated, and signed by you in the presence of two (2) disinterested wit-
nesses. Its main function is to divide your property to those you name as
your beneficiaries. To whom do you want to give your property? Have
you thought about what might happen if those people are not living at the
time of your death? You will need to name contingent beneficiaries. Ex-
amples of contingent beneficiaries may be grandchildren, your church,
your favorite charity or a friend. You must make sure that as one bene-
ficiary is not in the picture there is someone else to take your property.
Who do you want to be the personal representative of your estate? Is
that person still available? There are many other important details which
you should take up with your lawyer.
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A Trust is a very important estate planning document. With a trust there
are many benefits not available with just a will. The two most common
reasons for a trust are to avoid probate and maintain privacy. A trust is a
legal document which has the effect of being a legal entity. It remains in
effect after your death. Like a will you use a trust to divide your prop-
erty after your death. If you already have a trust, you will want to make
sure that the beneficiaries are up to date and that the total of your assets
will be as free of estate tax as possible. Today, during the year 2010,
there is no federal estate tax. However, this law is set to expire. Thus,
congress must pass a new law. There is at present much concern about
what congress may do to the federal estate tax laws. Therefore, you must
contact your lawyer to determine whether your trust is up to date.

The Durable Power of Attorney is a document which will give some-
one else the power to make decisions about your property. It is durable
in the since that it will remain in effect if you become incompetent. There
are many variations of this document and this is why it is so important
for you to contact your lawyer to make sure your power of attorney does
what you want it to do.

The first three documents deal with your property. This last one will deal
with your health care and general welfare. The Health Care Directive is
a document which will describe what type of care you desire and desig-
nate who will make decisions for you when you are not able to make
them for yourself. This document is sometimes called a living will.
Generally a person names his or her spouse and then a child or children
as the person or persons who will make medical decisions for you. Are
your children near enough to make quick decisions in case of an emer-
gency? Are your children informed that they have been designated to
make decisions for you? They need to know and you must discuss with
them just what heroic measure you want to be used to maintain your life.

If you do not have a Health Care Directive, you will need to see your
lawyer to draft it for you. There are forms available on the internet, but
I do not recommend you use them as they may not be specific enough for
your needs.

A possible fifth estate planning tool is a Pre-paid Burial Contract. If
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you don’t have a plan then what will happen when you die? Refer back
to Chapter 21.

Chapter

WHAT Is NEw WITH
YOUR CREDIT CARD?

A new federal law relating to banks and credit cards became effective
in July 2010. It may have some effect on you and the way you handle
your credit cards.

The new bill revolutionized the credit card market by restricting when
and how a credit card company can raise your individual interest rate,
who can receive a card and how much time people are given to pay their
bill.

The new law requires the banks to give you 45 days notice of any in-
crease in interest rates or fees. If you have been paying off your card
each month, which I highly recommend, you may be charged an annual
fee by some companies. If this happens to you, just look for another
credit card company.

Who may receive a new credit has changed. For example, the bill
would require people under 21 to prove first that they can repay the
money or that a parent or guardian is willing to pay off their debt if they
default. Under the law, a customer would have to be more than 60 days
behind on a payment before seeing a rate increase on an existing bal-
ance. Even then, the lender would be required to restore the previous,
lower rate if the cardholder pays the minimum balance on time for six
months.

Other highlights of the new law are:
* No more double cycle billing finance charges. Credit card issuers are
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prohibited from calculating finance charges using this method which
causes cardholders to pay interest on previously paid balances.

* No interest rate increases during the first 12 months of opening a credit
card, unless the rate increase was disclosed when you first opened the
credit card.

* Promotional rates must last at least 6 months. There can be no increase
in rates until after six months.

* Payments above the minimum must be applied to highest-interest rate
balances. If you have balances with different interest rates, the new
rules require banks to allocate anything over the minimum payment to
your highest interest rate balance. This reduces the amount of finance
charges you pay on balances.

* No fees to make your credit card payment online, by mail, or over the
phone, unless you make a last-minute payment over the phone and your
bill is due the same day or next day.

* Payments are due on the same date each month.

* No over-the-limit fees unless you request (opt-in) the credit card issuer
to process over-the-limit transactions. Otherwise, over-the-limit tran
actions would be denied and you would not incur a fee.

* Billing statements must be sent 21 days before the due date, giving you
more time to pay your credit card bill and reducing the risk of a late fee
and interest rate penalty.

* Credit card issuers are required to simplify credit card disclosures. The
use of tables and bold text will be used to emphasize key information
on credit card disclosures. Credit card issuers will be required to di
close the duration of penalty interest rates, simplify information about
variable interest rates, and detail when grace periods do and do not
apply.

* Billing statements must include the effects of making minimum only
payments. The statement must include a sentence stating that paying on
the minimum increases interest paid and balance pay off time.

All of these changes may actually have little effect on you if you have
had a long standing relationship with your credit card company. How-
ever, if you apply for a new card they may become advantageous. Re-
member, whatever you do watch how you use your credit card—its so
easy to over use the plastic money.
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Chapter

WHAT Do You Do
WITH ALL YOUR
PAPER RECORDS?

Do you have stacks and stacks or boxes and boxes of old records? Do
you ever wonder why you have kept them? Most of us keep more than
we need to, because we are afraid we might need it if we throw it away.
So what do we really need to keep?

You should always keep original documents such as your will, trust,
power of attorney, health care power of attorney, deed to your house,
title to your car or truck, and life insurance policies.

In most cases you should not keep old wills, old trusts or other such
documents which have been revoked by a similar new document. Old
originals of these documents may cause trouble. If you have reduced a
bequest to someone or to a charity keeping the old will may cause the
beneficiary hard feelings. You may change your mind but there is no
need to have the beneficiary wonder why. Only keep these documents if
your lawyer tells you to.

You may not have the deed to your home. If you don’t have it, don’t
worry. The Recorder of Deeds has a record of your deed and you can get
a copy for a small fee. If you have a mortgage the bank may have the
deed. They will surely give you a copy. When you have paid off the mort-
gage the bank will give you a deed of release and mark the note paid. You
should keep these documents.

You should keep copies of your tax returns for at least ten years and
perhaps forever. Always talk with your accountant, CPA or tax preparer
before throwing tax information away. The IRS has three years to initi-
ate an audit. Therefore, you don’t need to keep all of the supporting
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documents more than three years. It would be good to begin a practice
of filing your tax returns in a convent place each year and then to go
back to the three year old return and throw away all the supporting doc-
uments. You could also pitch the return that is eleven years old at the
same time.

You have bank records, such as checking account, savings account,
certificates of deposit, etc. There is no need to keep the original for more
than three years. C D’s should be kept for three years after maturity.

You should check your bank statement every month; if your records
balance with the bank’s records you are safe. Keep the statement for three
years and then shred it. Here at the Bank of Sullivan we have electronic
statements which will allow you to recover a bank statement going back
one year and to retrieve checks as far back of four years. So once you bal-
ance your records with the bank’s statement there is no need to keep the
paper copy. Some suggest keeping a full year of checking account
records to help with the preparation of your tax return. That is probably
a good idea.

Things you may destroy monthly are: ATM receipt, credit card pur-
chase receipts, utility bills, mutual fund or other investment reports if
they are cumulative, pay stubs, etc. When your utility bill comes in check
to see that you were given the proper credit for your previous month’s
payment, if so you don’t need to keep all the old statements. The same
is true of any type monthly statement which shows payment made the
previous month. Rather than simply throwing these things in the trash,
it would be a good idea to shred them.

If you have purchased a stock or bond it is important to keep the
record of purchase. This documentation of the purchase is necessary to
establish your cost basis for tax purposes. When the investment is sold
you will have created a taxable event. It could be a gain or all too often
a loss; but, without the purchase document you have no way to establish
the record. Then those documents will become a part of your tax return.

Mortgage payments should be marked on your amortization sched-
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ule, by you, each time you make a payment. Then when you receive your
1099 from the bank you should check to see that you have been given
you the appropriate credit for the interest you have paid. It is important
that you be given the proper credit as the interest paid on your home loan
is tax deductible. Keep the schedule until the mortgage is paid in full. I
know it may be twenty or thirty year and it may get very raggedy but
keep it.

You must have a record of all church and charitable contributions. We
all tend to make various donations throughout the year. It would be good
to have a place to keep the cancelled checks or cash receipts so you don’t
have to good through all you bank statements and other papers to find
them when it is time to prepare your tax returns.

The most important thing is to know where the documents, which
you have kept, may easily be located. If you have kept it and can’t find
it you have nothing. Start a record keeping system and stick to it.

Chapter

How To PREVENT A
FAMILY SQUABBLE
WHEN You DIE

Times have gotten bad for a lot of people. The total value of your
stock portfolio may have been greatly reduced. Even the income pro-
duced by FDIC insured certificates of deposit [which have a stable prin-
cipal] has been drastically reduced. This may cause members of your
family, who are already in trouble, to believe that contesting your estate
plan may not do any harm. Perhaps they think it’s the only thing to do.
Perhaps your children may try to wrestle control of your assets from you
alleging that at your age you can no longer manage effectively.

There are two general types of estate litigation. Validity of the docu-
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ment is an initial action. While accounting or oversight issues by trustees
and executors are usually commenced later. Whichever happens -- it
won’t be good.

Validity of a document, such as contesting a will or trust, is often
begun for several reasons. Was the individual competent at the time the
will or trust was executed? Was there someone who had undue influence
over the individual which caused him to receive a greater share that he
would have otherwise been entitled? Was the document in question prop-
erly witnessed? This type case will usually begin in the Probate Court at
or near the death of the individual. Someone, such as a child or second
spouse, will make allegations against an individual or some beneficiary.
Such cases are the source of the common concern about “avoiding pro-
bate”. Trusts are generally thought of as the way to avoid probate. While
a trust will not go through probate, it still may be contested in court, if
the proper grounds exist

Children may fight over accounting by your trustee or personal
representative. They may allege that they have not been given the proper
information. My experience clearly confirms that if the guardian, power
of attorney, trustee or personal representative fails to adequately keep all
the interested parties informed they begin to believe all sorts of things.
Usually quarrels begin the process, followed by involving lawyers and
then down right hatred among the family members. What once may have
been a large estate may now be much smaller and those who are not in-
volved almost always think the one handling the assets has something to
hide.

Sometime, perhaps years after dad dies, one of the children will com-
mence an action for accounting when that child believes the child acting
as trustee is not managing the trust appropriately. Failure to properly in-
form the beneficiaries frequently causes an action in court for an acount-
ing for his/her actions as trustee. Failure to communicate, especially after
a request, is the major reason for this type of action. Children often sus-
pect one another of improper conduct simply because they fail to know
what is happening. One cure for this is to name a bank or trust company
as the trustee.
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The recent fluctuations in the stock market have affected both income
and principal of many trusts. Yet many beneficiaries have expectations
that they will continue to receive generous monthly payments which are
no longer realistic. Not knowing why things have changed causes a ben-
eficiary to suspect problems. Imaginations run wild and all at once fraud
is alleged when the only problem is the failure to discuss the situation.

As we age some one may question our ability to conduct our own
business with the same acumen we had when we were young. The stock
market may not have been kind to us lately. We may not be living within
our means because of health issues. This makes for concern among chil-
dren about their inheritance. First, you must remember your children are
not entitled to an inheritance. You have the right to do with your assets
as you please. You may spend it all on yourself. Too bad there is noth-
ing left for them. However, you must be consistent with the management
of your affairs. A significant decline may justifiably cause a child to take
over your affairs. Have you considered, in advance, who is best suited to
do this?

If you are truly incapacitated, because of an illness or accident, the
children may have reason for concern. However, if you properly planned
by having a trust you should not have to worry. The trustee or successor
trustee will take over. Properly handled, such a transfer will result in lit-
tle or no effect on the overall estate plan.

What should you do to prevent this sort of problem? Proper planning
is the best chance to have few, if any, problems. Here are two ideas.

1. Get a good lawyer. You should find a good estate planning lawyer.
Many lawyers advertise they do “probate and estate planning” some even
hold themselves out as experts in this area—are they really? Ask your
friends who they have used. Ask your accountant, stock broker or insur-
ance agent. You probably don’t want to use the same lawyer used by
other members of this family. This could cause a conflict of interest be-
tween a certain beneficiary and his lawyer, if that lawyer also represents
you and/or your estate. This could make your plan more vulnerable to
legal challenge.
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2. Pick the right executor and trustees. Anticipate family friction; make
sure you don't appoint relatives to key positions if you know they can't
get along. If you are worried about a dispute among the heirs or benefi-
ciaries of a trust, it is usually better to appoint a professional fiduciary
like a trust company or bank with trust authority. They will manage your
affairs fairly without favoritism to anyone. They may be more knowl-
edgeable in the various investment strategies, they know the many com-
plex rules, they and will follow the letter of the law.

This chapter, as well as the entire book, is meant to raise questions in
your mind. It is not to be taken as a solution to your specific situation.
You should always contact your own attorney or other professional who
knows your particular needs. All legal documents require drafting by an
attorney knowledgeable in the area of your particular needs

Chapter
HOME IMPROVEMENTS,

WHERE TO BEST
SPEND YOUR MONEY

So you have a little extra money and you’ve been told your house
needs some “up dating”. Where will you best spend your money so you
may recover more of the cost at the time you might sell your home?
Since your home may be your largest asset (remember it is not an in-
vestment because it pays no income--only expenses) maintaining its
value is very important. If you make improvements, how will you get
the biggest bang for your bucks?

Several times over the years my wife has said to me that a room needs
to be “up dated”. Each time it has cost more than I thought (remember I
am a tight wad) so I hope to get my money back if we sell the house. I
have my doubts about all the “up dates” we have made. So, maybe I can
give you some ideas to help you best spend your money. What are the
best improvements?
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Your first thought ought to be the neighborhood. How does your home
compare to the others? There is an old saying, it is better to own the
smallest home in a good neighborhood than the best one in a poor neigh-
borhood. So look around—don’t over build. For example don’t add a
fourth or fifth bedroom to your home if you live in a two or three bed-
room neighborhood. If your yard/landscaping is not up to the neighbor-
hood standard you may want to improve the curb appeal. After all, if you
can’t get the buyer into the house you will never sell it.

Statistics indicate that landscaping will give you a good return on
your investment. Consider planting low-maintenance evergreens, peren-
nials and native plants. After all, at our age who wants to have to work
in the yard all the time? A nice bench in the back yard might produce a
quiet place to rest, read, or contemplate life.

Building a deck or patio may be a good investment. You may recoup
even more than you spend, if it is done right. Consider using the newer
composite material, it will require less maintenance. Many new homes
are now being built without decks because of the expense. So if you have
a new deck, it may set your home apart and a step ahead of even a new
home.

Up dating the front door will add value to your home. The front door
should make a great first impression. The most expensive door will be a
wooden door with glass panels. Next will be a fiberglass door and cheap-
est will be a steel door. So you will get more return on your money with
the steel door. However, it should be of the same quality as other homes
in the neighborhood. Look around to see what your neighbors have.

An up to date bathroom will be a good return on your investment.
However, the expense of a new bathroom may be great. There are a num-
ber of areas to consider: plumbing, electric, cabinets, counter tops, fix-
tures (stool, tub, and sink) and flooring. When you consider purchasing
these items make sure you retain the quality of your home. I have been
told that a complete “up dating” of a bathroom may cost about
$13,000.00 with a return of only around $10,000.00. If you are building
a completely new room you will also have foundation, outside walls and
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a roof. Redoing an existing bath is a better return on investment. If you
are older, when remodeling the bath room, consider age appropriate fix-
tures. There are many new fixtures designed especially for the elderly.

Kitchen remodeling may be your best investment. Eat-in kitchens are
important in today’s market. Consider removing a wall between the
kitchen and dining room. This will result in a good return on your money.
Most of us don’t use the dining room except at Christmas, Thanksgiving
and Easter. So get rid of it. Here, like in the bathroom, you have a lot of
things to consider.

A major kitchen remodel may cost up to $55,000.00. This includes all
new appliances, cabinets with solid surface counter-tops, new flooring
(perhaps hardwood), redone electrical, new lighting and walls if you have
removed the old dining room wall. You must consider the time necessary
for the work to be done. You could be without a kitchen for several
months. You will have to purchase all new appliances. Here you have
major quality factors to consider. Unless you are a gourmet cook, you
will not need high-end appliances. Always consider EnergyStar appli-
ances. Cabinets and counter-tops are another source of great expense.

A minor kitchen remodel may run you around $15,000.00 to
$18,000.00. Deciding on quality of appliances and cabinets is major fac-
tor. Depending on your neighborhood, this may be a better return on your
expense. | can’t over emphasize the importance of retaining compatible
with the other homes in the neighborhood.

In today’s market, buyers expect your home to be in good, if not ex-
cellent, repair. So make all those repairs you have been putting off. You
won’t be able to hide needed repairs from an inspector hired by the pur-
chaser—so do them now. Whenever you purchase something new for
your home consider energy-efficient features. There are many new
kitchen and laundry appliances which are EnergyStar rated. Also a new
water heater or furnace will be much more energy-efficient that older
models. You may not get a great return on these improvements but they
may make your home sell faster.
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New roofing, building a sunroom, or adding a home office may not
be such a good investment. Every buyer will expect the roof to be in
good condition, so replace it if needed. While a sunroom may be good
for you, the return is not good as it may be seen as an inefficient use of
the space. A home office, if it is a converted bedroom may work because
it can always be reconverted to a bedroom. Generally any room with a
specific or limited purpose may minimize its use by the next owner and
thus not produce a good return on cost.

Always give the entire house a good cleaning. Don't forget the win-
dows! This is one of the most overlooked areas of the home, but a big
mistake when forgotten. Bright sunshine coming through the windows
makes all the difference in the world. It may even make washing the win-
dows worth all the effort.

This chapter, as well as the entire book, is meant to raise questions in
your mind. It is not to be taken as a solution to your specific situation.
Contact your own building contractor or an appraiser for an estimate of
the cost of your planned project. You should always contact your own at-
torney to review any contract you may plan to sign before you sign it.
Also consider contacting other professionals who knows your particular
needs.
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Chapter

IDENTITY THEFT

Maintaining your estate should be a part of your estate plan. With the
decline in the stock market it is difficult at best. There are other areas
where your assets may be attacked. What happens if someone steels your
identity? Not only will it be a time consuming problem to resolve, it may
destroy your financial independence for a long time. There are ways to
prevent identity theft--but they are up to you to take the necessary action.

Identity theft is a major concern, hopefully not a problem you have
encountered. There are many ways to prevent identity theft.

One of the best investments you can make is a good quality shredder.
When you get mail with your name printed on any kind of form run it
through the shredder. Never throw out, your old bank statements--shred
them. Never give your social security number to anyone who calls on
the phone. Never give information about your bank account to anyone
who calls on the phone. You may want to use your credit card to make a
purchase from a catalog, newspaper, or TV advertisement. That may be
alright if you know the merchant with whom will be doing business.
Keep in mind when you give out any information it may be used in ways
you do not intend. So you must trust the merchant. Some even suggest
that you should not place checks, used to pay bills, in your mailbox as
thieves frequently steal mail, thereby obtaining information about your
checking account. If you are concerned, take them to the Post Office.

Another way to protect your identity is to use an identity theft pro-
tection plan. There is any number of them available, such as TrustedID,
IdentityGuard and LifeLock. They have fees varying from $8.50 to
$15.00 per month. They offer a menu of services including, fraud mon-
itoring, ID Theft insurance guarantee, monitoring the three credit bureau
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reports, reporting activity in your bank account and credit card files, pub-
lic records, social security, loan applications and internet/computer se-
curity. Before you get too excited about such a protection plan you should
know that the Federal Trade Commission has published a brochure in
which they say to be careful what you do. Because for the most part, they
do not offer much more than you can do yourself for free

What do you do if you believe someone has stolen your identity? First
call your bank, then your credit card companies. The police may be of
some assistance. Then call one on the three the credit reporting compa-
nies: Experian - 1-888-397-3742 (TDD 1-800-972-0322) Equifax - 1-
888-766-0008 (TDD 1-800-255-0056 and request connection to Auto
Disclosure Line at 1-800-685-1111) Transunion - 1-800-680-7289 (TDD
1-877-553-7803).

The next place to call is your insurance agent. You may have some
coverage within your homeowner’s policy. However, you may not have
as much protection as you would like. Ask if you can get more coverage.
Perhaps you may want to call before you have a problem as it may give
you some direction and help.

The federal government has assigned identity theft to the Federal
Trade Commission. They should be notified by calling 1-877-IDTHEFT.
You will be asked to file a fraud affidavit. Be sure to do this as it may be-
come the most important thing you do. Also be sure to ask for their book-
let entitled “Take Charge: Fighting Back Against Identity Theft.

Don’t think it won’t happen to you. Do all you can to protect your

estate. If you’re lucky identify theft won’t happen to you. If it does
following the information in this article may be of help.
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Chapter

DoN’T BECOME THE
Victim OF A SCAM

As a senior citizen, we (I am one too) are the most frequent targets of
any number of scams. In the previous chapter I discussed the most com-
mon type, Identity Theft. Unfortunately, there are hundreds of other
scams to which seniors may fall prey.

As we age we may become less able to handle our own physical needs
and financial affairs. Many a good neighbor may offer to come to our
assistance. They may be very sincere and honest. Some others may also
be looking for a reward. They may offer to take us to the doctor, grocery
store, bank, etc. At first they may not seek any reward. Then it may be
just a lunch. Later it becomes a request to reimburse for gas. Then grad-
ually they seek payment. I know of several cases were the neighbor or
friend has asked for and has been given a car in return for a promise to
continue to take the senior citizen wherever they want forever. Then sud-
denly they just aren’t available when needed. Watch for the creeping
pressure to give a reward. A true friend will never ask for and may even
decline that lunch you offer. It is best to have several friends to help so
you never become dependent on just one person.

The “grandparent scam” is very common. It begins with a call from
a young person who may start the conversation with, “Hi Grandpa; this
is your favorite grandson.” If you state a name like Bill then Bill con-
tinues by saying he is in some sort of trouble and needs money quickly.
Bill will ask you to wire money to an account. If you do your money
will be gone before you know it. Frankly, I find this common scam some-
what difficult to understand. First of all, wouldn’t you recognize the
voice of your favorite grandson? In any case never agree to wire any
money to anyone, ever. If you get such a call say you will call the grand-
son’s parent and you will never be bothered again.
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Sweepstakes schemes are very popular. This will begin with either
a call or letter. You will be advised that you have won a prize and that you
need to send money for some reason like taxes or a handling fee. You will
be asked to wire money. Just like above, you will never see a prize and
will never be able to recover your money.

Bank/Credit card scams typically begin by the caller saying that
there has been some unusual activity in your credit card account. They
will then ask for your social security number and bank account number.
No bank or credit card company will ever ask for this information over
the phone. Never give your social security number to anyone over the
phone. Just hang up.

If an investment advisor contacts you with an offer with a high rate
of return and security you may be the target for an investment scheme.
A catch phrase such as this offer is by “invitation only” or “one time
only” should make you wary. You should never do business with an
investment advisor that you have not personally met, know and trust.
Remember Bernie Madoff. He ran the largest Ponzi scheme in history.
While you may never get a call from Bernie, just remember if the offer
is “too good to be true” it is something to which you want to just say no.

To avoid becoming a victim, just hang up on the “favorite grandson”,
say “no” to the questionable “investment advisor” and politely slam the
door on the solicitors. Never give personal information over the phone
or in answer to internet questions. Watch out for the “friendly neighbor”
who may become too demanding. Just remember you own common
sense. Ifit’s too good to be true; then, it’s not good for you. You can’t get
rich on a get rich scheme.

[64]



Chapter

DEBT CAN RUIN
YOUR RETIREMENT

In several of my articles I have mentioned that debt is something we
should all avoid. A recent article by U. S. News brought this to my at-
tention. It was said that debt is the number one obstacle to retirement. I
couldn’t agree more. You must do everything you know how to do to get
out of debt.

The absolute worst debt is that of non-mortgage debt, such as credit
card debt. There are three reasons why this type debt is so bad. First,
having to make these payments reduces the amount you have available
to save. Second, these payments are usually for items which only de-
crease in value. When you purchase a car or TV on credit you end up
paying more than it is worth from day one. Further, unlike your house,
it will never increase in value. Third, during retirement you need income.
Well, because of these debts you have saved less, paid more, and must
continue to make the payments. That’s a triple-whammy. If at all possi-
ble you should pay off all credit cards and installment debts.

Debt will be an impediment to your happy retirement. What can you
do to eliminate this problem? Here are some basis strategies.

Stop Borrowing: This is perhaps the most important and easiest to im-
plement. All you have to do is STOP. When you make a purchase—pay
for it. That doesn’t mean you can’t use your credit cards—it simply
means you have to pay the full balance when the statement comes.

Save something every month: Obviously, the more the better. But you
must save some money each month. Set that as a priority. The recom-
mended amount is 10% of your income. If you set that amount aside
every month it will add up very quickly. You should do this even if you
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have debt. Some advocate paying debt before beginning to save. This is
actually sound advise as paying off debt is the best way to save money.
However, establishing a saving plan is also very important.

Budget: If you are spending more than your income, you must stop.
If so, you must consider where you are spending and determine how you
can cut back. Start by setting aside the amount you want to save and then
begin to reduce your expenses. Do you need that pay channel on the
cable TV? Must you have that new dress? Try cooking at home—much
cheaper than eating out. Don’t buy a new book—go to the library. You
should try to reduce one or two of the areas where you spend too much.
More than likely, you can’t reduce every category of your budget. So
you should reduce the ones that reflect the most unnecessary expenses.
The most important budget factor is to stick with it.

Emergencies are a problem: We should all have an emergency fund.
That way we will not have to borrow to cover that unexpected situation.
What will you do if your car breaks down, if your refrigerator dies, or
you get sick? How much you need will depend on your own circum-
stances. However, the old rule of thumb was to have three to six months
income in an emergency fund.

Save for large expected purchases: We all know that certain things we
have will need to be replaced. Your car is the best example. Begin a spe-
cial account for the purchase. Owning a car is expensive. Having to make
a monthly payment for the car limits your funds for other things. Based
on the type of car you want and the frequency of your trading you should
set aside a set amount each month. This will then become the resource
to make the next purchase. Simply saving $300.00 per month (without
interest) will equal $14,400.00 in four years. If you can earn 2% com-
pounded monthly you would have slightly over $15,400.00. Isn’t com-
pounding wonderful—you earn $1,000.00 interest.

Remember debt is a four letter word. If you are in debt, that is not

good. Get rid of it! There is no greater satisfaction than being debt free
and retired.
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Chapter

WnY Do You
NEED A TRUST

Almost every day someone asks me, “Why do I need a trust?” Like
so many other questions, there is no short answer. Here are several of
the more common reasons why you may need a trust. The following are
not necessarily in any order of importance.

To avoid estate taxes:

Almost everyone with an estate of over one million should consider
a trust simply to save taxes. We are not sure, at this point, what may hap-
pen with the tax code for 2011 except that the Bush tax cuts will disap-
pear, putting us back to the one million mark. Anything above that will
be taxed at the rate of 55%. The use of a trust has been a staple in the es-
tate plan as a method of avoiding estate taxes. There are several types of
trusts which may be useful. They are all too complex to discuss in this
article. If tax planning is a concern—see your tax advisor and/or your at-
torney.

To keep out of probate:

It seems that avoiding probate is what everybody wants to do. Hav-
ing a trust is the very best way to accomplish avoiding probate. When
you establish a trust it is a legal entity which continues after you die.
That is why probate is not necessary. You will not have to pay the ex-
pense of probate or wait until the estate may be opened before your
trustee may take action. The trustee will be able to continue handling
your assets on day one. The important thing to remember is to fund the
trust. By this I mean that once you establish the trust you must transfer
your assets into the trust. If you fail to do this your assets may still be
subject to probate.

To handle your assets when you can’t

[67]

While we never want to think about it, you may become disabled to
the point that you may not be able to properly handle your own assets.
Will you need help paying your bills? Perhaps you may want someone
to help you make financial decisions. If so, you need a trust in which
you have named a successor trustee who will take over. The successor
trustee will immediately begin to make decisions about your assets, col-
lect your income, and pay your bills.

To protect your children:

Many of us have concerns about our children’s ability to care for
money. They may not have the necessary experience. They may be
spendthrifts. Perhaps the child’s spouse is a concern. Some in-laws might
pressure your child to spend his/her inheritance. In the case of a divorce
an inheritance might become a marital asset subject to division by the di-
vorce court. Would you want your property to end up in the hands of
your ex-in-law? Properly worded a trust will protect your child, even
from himself.

To care for your children with disabilities:

There are trusts for children with special needs. If your child has a dis-
ability then this may be just what you need. With this type trust, you es-
tablish a fund (the trust) which will be used to make available special
items that are not provided by state benefits. Use of this type trust will
not cause him to become ineligible for the state benefits. Thus ensuring
continued benefits and special items at the same time.

Who should be your trustee?

Once you decide you want a trust you must consider who should be
the trustee. It is common for you to be your own trustee. However, you
will name a successor trustee. The successor trustee will take over after
you are not able to serve as trustee. Special consideration should be given
to naming that successor trustee. Do you want to name a child or perhaps
a corporate trustee like a bank? There may be valid reasons not to name
a child. A bank may have more experience and knowledge. A bank will
be independent and not favor one child over another. Sibling rivalry often
occurs when one child is handling the trust. This is never good. Naming
a bank as trustee may solve many problems.
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As with any legal document, the drafting of a trust should be done by
your attorney. You should also consult with professionals such as: your
tax advisor, CPA and financial advisor. Knowing all the facts about you,
your family, and your assets is most important in the formulation of an
estate plan. Don’t be cheap, get a good lawyer and use the services of
professionals to assist in your estate plan. You will get what you pay for.
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AUTHOR’S NOTE

We at the Bank of Sullivan hope you have found the information in this
booklet both interesting and helpful in the development of your estate plan.
If you are interested in establishing a trust, in which you name the Bank of
Sullivan as either trustee or successor trustee, I will be happy to meet with
you and help you plan your trust.

There are limits to what I can do. However, if you come in we can sit
down and discuss your concerns. I will assist you with ideas about the var-
ious things you may do when establishing a trust. The Missouri Bar rules
prohibit trust officers from preparing legal documents. Therefore, you will
have to see your own lawyer to have the document drawn up; but, I will
help you formulate your ideas into the proper context. This will save the
amount of time you spend with your lawyer and thus save on the legal fee.

Once the trust is established (if you name the Bank of Sullivan as trustee
in some form) I will help you fund the trust. This is most important because
if you fail to transfer all of you assets into the trust you will not gain all the
advantages of a trust and some of your assets may still have to be probated.

The information in each chapter of this booklet is limited. It is the in-
tention of the Bank of Sullivan to bring matters to your attention and noth-
ing contained herein should be used by you to take action without the
assistance of professional advice. It will be necessary for you to consult
with your own financial advisor, tax accountant, lawyer and family before
making any legal decision or signing any legal document. Anything you do
will have some legal consequences. Please be sure that your actions do not
have adverse effects on your estate plan. You should always seek profes-
sional assistance before taking any action which will affect your estate.

I will be happy to meet with you to discuss your needs. Just call
573-468-1403 to arrange for an appointment.

Walter A. Murray, Jr.
Trust Officer
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