Financial Preparation:  Protecting, Accumulating & Preserving Your Assets
We all have goals, dreams, and values.  We may want to retire at a certain age, have a second home, pay for our children’s college education, or leave a legacy.

So what planning have you done thus far?  Is it still appropriate?  Are there other issues you need to address?  Planning is great, but wouldn’t you rather be prepared?  There are three phases of financial preparation:  protection, accumulation, and preserving your assets.  

Protection. 
· The purpose of life insurance is certainly to take care of funeral expenses, but it also allows your family to pay debts, fund college expenses, and most importantly, maintain their standard of living. 

· Health insurance allows you to pay your medical expenses and is normally available through your employer.  
· Home and automobile insurance protects two of your most important assets- your home and your autos.  It’s important to make sure it’s current and accounts for inflation.

· Disability income insurance protects your greatest asset- your ability to work and earn an income.  It allows your family to maintain their standard of living if you are unable to work due to sickness or a disability.  
· Personal liability insurance protects your family if an accident occurs on your property or you are sued for negligence.  

Accumulation

· An emergency fund provides money for unexpected expenses and eliminates the need to rely on credit cards.  
· A mid-level saving plan provides funds for purchases three to seven years out such as a new car or a down payment on a new home.
· Savings for college is also important and you have the option of a pre-paid tuition plan (covers tuition) and/or a 529 savings plan (covers tuition, room and board & some other expenses).  
· Retirement plans can be through your employer (invests pre-tax dollars and the potential for a company match with funds growing tax deferred, but you pay ordinary income tax on the earnings when you withdraw them) and/or one you establish personally (a traditional or a Roth IRA).  Traditional IRAs are funded with after-tax dollars and earnings grow tax deferred, but are taxed as ordinary income.  Roth IRAs have the same benefits, but earnings are tax free.
Maintaining Control
· A will is a legal document that outlines how you want your assets distributed upon your death.  A will must go through probate and that can take six or more months.  Probate is a public process that costs money and delays the distribution of the assets.  
· A trust is a similar legal document, but it avoids the probate process allowing assets to be promptly distributed.  

So what if you do all this preparation and something unexpected happens and you or your parents need long term care?  How will you pay for the needed care such as help with bathing, dressing, eating, continence, toileting, or transferring?  How will the cost of this care affect your future plans and standard of living?  
Long term care is not skilled care and Medicare normally won’t pay for these costs.  Such care can be expensive (the national average for a nursing home is $75,000 per year, assisted living facility over $35,000 per year.  Home health care can cost $16-$18 per hour).  Medicaid is one solution, but it’s a welfare program for individuals with low incomes and few assets.  To qualify for Medicaid, one has to spend down assets on care to very low levels.  

The sooner you begin to prepare, the easier it is.  It’s important to find out where you are and what you need to do to achieve your goals.  If you’d like some help, please give me a call.  
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