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Leaving a Legacy

M any of us want to do our
part to leave the world a
better place. fortunately,

there are many ways you can ensure
you’ll have a meaningful impact on
the world and leave a legacy that
lasts long after you’re gone, includ-
ing the work you do or how you
raise your family. Of course, you
can also leave a financial legacy,
using the wealth you’ve accumulat-
ed in your lifetime to benefit the
world. Below are six different ways
you can leave a financial legacy. 

1. Give gifts during your life-
time. if you have the financial free-
dom to do so, making financial gifts
while you are still alive is a great
way to leave a legacy. Money donat-
ed to qualified charitable organiza-
tions can be deducted from your
taxes, saving you money while also
helping support a good cause. if

you want to leave a family legacy,
consider giving gifts to loved ones
while you are living, like helping
pay for your grandchild’s college
education. Just make sure you’re
aware of annual limits on what you
can give to individuals without trig-
gering gift taxes ($14,000 per person
in 2015). 

2. Make a bequest in a will.
Many people use their will to make
philanthropic bequests, leaving
funds to a favorite charity, their
alma mater, or their church. for

Factors Influencing Your Asset Allocation

W hile you probably won’t make frequent changes to your asset allo-
cation strategy, changes in your personal situation may necessitate

periodic alterations.  that will typically occur when personal changes
alter the major factors affecting your asset allocation:

Risk tolerance — Your risk tolerance is likely to change, either as you
become more familiar with investing or as you age.  familiarity with
investing typically makes you more risk tolerant, while aging may make
you more or less risk averse.  adjust your asset allocation when your risk
tolerance shifts.

Return needs — Your need to emphasize income or growth is likely
to change over your life.  Young investors typically want to emphasize
growth, while retirees may want to emphasize income.

Investment time horizon — With a short time horizon, your liquidity
needs may require avoiding more volatile investments, such as stocks.
With a longer time horizon, you can wait out any fluctuations in volatile
investments.  typically, young investors have longer time horizons than
older investors, so they can invest more aggressively.     mmm
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people who have money to give,
recognizing an organization in their
will is a relatively easy way to leave
a legacy. Bequests in a will don’t
require any additional planning 
and are exempt from estate tax, pro-
vided the recipient is a qualified
charitable organization. However, 
if you plan to make a substantial
bequest to a charity, you may want
to inform them of your plans in
advance. this is particularly impor-
tant if you plan to donate real prop-
erty, like real estate or artwork, as

Continued on page 2
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not all charities will want or be able
to accept such donations, or if you
plan to place restrictions on how the
gift is used. 

3. Create a charitable remain-
der trust. if you would like to make
a substantial gift to a charity but
also want to provide for your heirs
or continue to receive income dur-
ing your lifetime, a charitable
remainder trust (Crt) may be an
option. Here’s how it works: You
transfer property to the trust (and
get a tax deduction at the time of
the transfer), and you or your heirs
receive income from the trust for a
specified period of time. When that
period ends, the remaining assets go
to the charity of your choice. a
word of caution: Crts are irrevoca-
ble, which means once you’ve made
this decision, you can’t reverse it. 

4. Set up a donor-advised fund.
Know that you want to leave money
to a charity, but not ready to hand it
over just yet? Consider setting up a
donor-advised fund. a donor-
advised fund allows you to make
contributions to a fund that is ear-
marked for charity and claim the
associated tax deduction in the year
you contribute the funds. You con-
tinue to make more contributions to
the fund, which are invested and
grow free of tax. When you are
ready, you can choose a charity to
receive all or some of the accumulat-
ed assets. it’s a great way to ear-
mark funds for charity now while
also accumulating a more substan-
tial amount of money to leave as a
legacy. 

5. Fund a scholarship. endow-
ing a scholarship is a great way to
make a difference in the life of a 
talented student. Here’s how it typi-
cally works: You give a certain
amount of money to the school of
your choice, which earmarks it to
fund scholarships, often for certain
types of students (e.g., female math
majors, former foster children, or
people suffering from a certain 
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disease or disability). Other scholar-
ships are established through com-
munity foundations. a seed gift of
$25,000 or $50,000 may be enough
to get started. Be aware, however,
that while you may be able to have
a say in selection criteria for the
scholarship, there’s a good chance
you won’t be able to select the
recipient yourself. if you want to 
do that, you’ll need to distribute 
the money in another way, perhaps
by setting up your own nonprofit
organization. 

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

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

Please call to discuss this topic
in more detail.    mmm

Get These Decisions Right

W hile it often seems like
there are a myriad of
financial decisions that

must be made to help you pursue
your financial goals, the key is to
get the major decisions right:

4
How much you save — aim
to save a minimum of 10% of

your gross income.  Calculate how
much you need to meet your
financial goals and then determine
how much you should be saving
on an annual basis.  the more you
save and the sooner you start, the
greater your odds of reaching your
financial goals.

4
How you invest — the ulti-
mate value of your invest-

ment portfolio is basically a func-
tion of two factors — how much
you save and how much you earn
on those savings.  even small dif-
ferences in return can make a sig-
nificant impact on the size of your
portfolio over the long term.

4
How much debt you owe —
take steps to keep your con-

sumer debt as low as possible —
any interest payments just reduce
the amount you can set aside for
saving.  look for ways to reduce
the amount or the cost of your debt.

4
How expensive your home is
— Many individuals purchase

the most expensive home they can
afford, often straining their budget.
financially, it may make more
sense to purchase a smaller home
and invest the balance of your
money in other investments.  a
smaller home may also reduce
your monthly living expenses.

4
How you spend your income
— the amount of money you

have left over for saving is a direct
result of your lifestyle choices.
these choices impact you now and
in the future, since you will typi-
cally want a similar lifestyle after
retirement.  to get a grip on your
spending, take time to analyze
your expenditures and to set a
budget.

4
How you prepare for finan-
cial emergencies — Making

arrangements to handle financial
emergencies will help prevent
them from adversely affecting your
financial goals.  Consider disability
income insurance, a durable power
of attorney, umbrella liability
insurance, lines of credit, and an
emergency fund.     mmm
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should keep a portion of your sav-
ings in a stable, easily accessible
account to use for emergencies and
other immediate needs. 

Once you have the funds for
your initial investment, you need to
decide how much you want to
invest on an ongoing basis. this
number will be determined by your
budget, your investment goals, and
your time frame. for smaller, short-
term goals, determining ongoing
investment amounts is fairly easy. if
you want to buy a home in five
years, you might open an account
with $2,000 you’ve already saved,
and then invest $400 a month for
the next five years. 

deciding how much to invest
for longer-term goals can be more
challenging. When saving for retire-
ment, you need to consider how
much yearly income you’ll need,
your anticipated investment
returns, when you want to retire,
how long you expect to live, the
impact of inflation, and the money
you’ll receive from other sources
like Social Security. it can be a 
complicated equation, which is 
why many people turn to a finan-
cial advisor for help running the 
numbers.   

5. Choose Your 
Investments

Given the thousands of possible
options, choosing investments can
be overwhelming. But completing
the first four investment planning
steps should help you make those
decisions. again, your goals, risk
tolerance, and time frame will point
you in the right direction, such as
toward target-date funds designed
for retirees or college savers, or 
perhaps a money market fund for
short-term goals. But if you’re baf-
fled by all the options, it’s always a
good idea to seek a second opinion.
Please call if you’d like help with
your investment plan.     mmm

Five Steps to Creating an Investment Plan

L ike anything in life, having a
plan for your investments will
help you reach your invest-

ment goals. Below are five steps for
crafting your investment plan. 

1. Determine Your Goal
every good investment plan

begins with a clear goal in mind.
ask yourself: “Why am i investing?
What do i hope to do with the
money i save and earn?” for exam-
ple, you might invest to fund a
child’s college education, retire
comfortably, buy a house, start a
new business, leave a charitable
bequest to a favorite cause, or pay
for a wedding. 

Write down your investment
goals. Make them as specific as 
possible. think about the kind of
lifestyle you want in retirement, the
cost of your dream vacation home,
the cash you’ll need to start your
business, or the cost of tuition
where your children might go to
college. Write down a realistic esti-
mate of how much you think you’ll
need. Making these estimates can 
be challenging, but it’s an essential
investment planning step. after all,
if you don’t know where you’re
going, you’ll never get there.  

2. Decide on Your 
Time Frame

after you outline your goals,
you need to establish your time
frame for investing. typically, your

goals will fall into one of three 
categories:

4
Short-term: Short-term goals
are those you expect to achieve

in five years or less. 

4
Mid-term: Mid-term goals are
those you expect to achieve in

five to 10 years.

4
Long-term: long-term goals
are those you expect to achieve

in more than 10 years. 

Your investing time frame has a
direct relation to the investments
you’ll choose. Generally, the shorter
your time horizon, the less risk
you’ll want to take. if you will need
your money in three years to pay
for your daughter’s college educa-
tion, then putting all your money in
riskier investments is probably not
wise, as the chances of losing
money are greater. instead, less-
risky investments, like bonds, will
likely make up a larger portion of
your portfolio. But if you’re invest-
ing for the long haul (say, for a
retirement that’s 30 years away),
you can invest in higher-risk invest-
ments, since you’ll have more time
to recover from a loss.  

3. Evaluate Your Tolerance
for Risk

all investments come with risk
— the chance you could lose your
money. But riskier investments also
come with the possibility of greater
return. as an investor, you must
decide how much risk you’re will-
ing to accept. Your personal risk tol-
erance is closely related to your
goals and your time frame, as well
as your experience with investing
and your feelings about the possi-
bility of losing money. 

4. Decide How Much You
Want to Invest

Once you’ve considered your
time horizon, goals, and risk toler-
ance, you can consider how much
money you want to invest. You



The Role of
Disclaimers

Financial Thoughts

Handling the Financial Aspects of Death
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T he estate-tax exclusion amount is
currently $5,430,000 in 2015.

Many people want to take advan-
tage of the estate-tax exclusion
amount, but they don’t want to
leave too little outright to a spouse
or other beneficiaries.

for instance, assume your estate
is currently valued at $4,000,000 and
your estate plan places assets equal
to the exclusion amount in a trust for
the benefit of your children, with the
remainder distributed outright to
your spouse.  if you die in 2015,
your spouse would receive nothing.

adding a disclaimer provision
to your estate-planning documents
can give your beneficiaries the abili-
ty to determine how to split assets
after your death.  a disclaimer
details what happens if one of your
beneficiaries disclaims his/her
inheritance.  that way, your heirs
can decide after your death how
much should be placed in various
trusts.  for instance, a husband can
leave all his assets to his wife with
the condition that any disclaimed
assets go into a trust paying her
income for life, then giving the prin-
cipal to their children after her
death.  this gives the wife the
opportunity to divide assets based
on her needs and wishes at the time
of her husband’s death.     mmm

T he emotional trauma of deal-
ing with a loved one’s death
can be devastating.  if you

must also handle the financial
aspects, it can seem overwhelming
to deal with all the details.  

following is a checklist of items
to consider:

4
Your most immediate concern
will be to notify family and

friends of the death and make
funeral arrangements.  if you aren’t
sure of the deceased’s burial wishes,
look for a letter of instruction or 
a will that details preferences.
You’ll probably need to contact a
funeral home as well as your loved
one’s religious organization.  an
obituary will need to be prepared, 
a burial site may need to be pur-
chased, and death certificates must
be obtained.  Be sure to keep track
of all payments for funeral and
other expenses.

4
if a surviving spouse and/or
minor children are involved,

evaluate their means of support 
and determine whether care for
dependents needs to be obtained.
in terms of the loved one’s home,
you may need to deal with security
at the residence, provide for the care
of pets, send mail to another loca-
tion, and arrange for the care or 
disposal of perishable property,

such as plants and food.

4
locate any safe deposit boxes
and follow necessary proce-

dures to have them opened.

4
if the deceased was employed,
contact his/her employer to

start the process of collecting any
outstanding pay, life insurance pro-
ceeds, or other benefits.  if he/she
was retired, notify Social Security
and any pension plans.

4
locate important documents,
including wills, trusts, deeds,

investment records, insurance 
policies, business and partnership
arrangements, and other evidence 
of assets and liabilities.

4
Meet with an attorney to 
discuss the deceased’s estate 

matters.  depending on the estate’s
complexity, you may need to retain
an attorney, accountant, and/or
financial advisor.  While you may 
be hesitant to spend the deceased’s
funds on professional services, 
these professionals have experience 
dealing with the financial matters 
of estates and can help significantly
with the process.     mmm

A n average replacement rate of
73% of annual income is

needed in retirement. that figure
ranges from 80% for low-income
households to 67% for high-
income households. the middle-
class replacement rate of 71%
assumes that there is a 41% con-
tribution from Social Security
(Source: the federal reserve’s
national retirement risk index,
2014).

it is estimated that workers

who start saving in their mid-30s
and plan to work until age 70
should save 6% of their income.
that would increase to 24% of
income if the worker stops work-
ing at age 62. a 45-year-old work-
er would need to save 10% to
retire at age 70 and 44% to retire
at age 62 (Source: the Center for
retirement research, 2014).

When asked what was the
best thing about where they lived,
33% of respondents said neigh-

bors, 29% said property values,
20% said schools, and 18% said
jobs. approximately 37% of indi-
viduals still live in their home
town. even though neighbors was
the highest-rated factor, 47% of
respondents did not know their
neighbors’ names (Source: Money,
October 2014).

the nationwide average pub-
lic school spending per student is
$10,608 (Source: Money, October
2014).      mmm




