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I n many families, one of the 
 spouses stays home, often to care 
for children and the household. 
This may be hard work, but for tax 
purposes the contributions of the 
stay-at-home spouse are not recog-
nized in the same way as they are 
for individuals with earned income. 
If your wife or husband does not 
have paid employment, your fam-
ily may have to do some additional 
planning to minimize your tax bill, 
while ensuring that you are saving 
enough for retirement to cover the 
needs of both partners. 

Even if your husband or wife has 
not earned a significant amount of 
income through paid employment, 
he or she may be entitled to a Social 
Security spousal benefit. Based 
on the working spouse’s earnings 
record, the spousal benefit can be 

claimed after the working part-
ner has filed for benefits and the 
nonworking partner has reached 
retirement age. The spousal benefit 
generally amounts to 50% of the 
monthly Social Security payment 
received by the spouse who worked 
regularly, or less if claimed early.

But Social Security benefits alone 
are unlikely to cover the needs 
of most couples in retirement. 
Thus, your family’s retirement 
strategy should include a plan for 
both partners, even if you are the 
sole earner. If you have not done 
so already, consider making the 
maximum contribution to your 
employer-sponsored 401(k) plan. 
While your nonworking partner is 
not permitted to contribute to your 
workplace retirement plan, the an-
nual contribution limit in 2017 is 

$18,000, or $24,000 for individu-
als age 50 and over. The funds in 
the account will be held in your 
name, but can be inherited by your 
spouse, and are typically divided 
between the spouses in the event of 
a divorce. 

Another option for tax-advantaged 
retirement savings is a spousal IRA, 
which is simply a regular IRA de-
signed specifically for spouses who 
are not employed or are working 
too little to contribute to a quali-
fied retirement account. While it is 
a fundamental rule that individu-
als need to have earned income, or 
wages, in order to contribute to an 
IRA, a nonworking spouse is per-
mitted to open an account to which 
the working spouse may contribute. 
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CAN PAY OFF
A Financial Review

T oday, many people find  
 themselves bombarded by 
a constant stream of financial 
news from television, radio, and 
the Internet. Yet, does all this 
“information age” data really help 
you manage your finances any 
better now than in the past? Often, 
what are considered old-fashioned 
practices, such as performing 
periodic financial reviews, can 
lead to greater success in the 
long run. Why not spend a few 
hours reviewing your finances? 
The changes you make today 
could result in increased savings. 
Consider	the	following	seven	
important items:

1. Analyze your cash flow. When 
your income is greater than your 
expenses, the excess is called a 
positive cash flow. When your 
expenses exceed your income, 
the shortfall is termed a negative 
cash flow. A positive cash flow 
means that you may have funds 
you can set aside as savings. A 
negative cash flow indicates that 
it may be time to reorganize your 
budget to minimize unnecessary 
expenses. 

2. Develop a plan for special 
goals. For every financial and 
retirement goal you establish, 
identify a projected cost, a time-
line (how long it will take to 
reach the goal), and a funding 
method (through savings, liqui-
dating assets, or taking a loan). 
Consider	your	goals	in	terms	of	
a “hierarchy of importance.” The 
bottom, or “foundation” tier, may 
include emergency funds to cover 
at least six months’ worth of 

living expenses. The middle tier 
may include essentials, such as 
your children’s education. Place 
less important goals, such as 
renovating your home or taking 
a vacation, on the top tier. 

3. Boost your retirement sav-
ings. Social Security and pen-
sions may not provide sufficient 
income to maintain your current 
lifestyle in retirement. There-
fore, it is essential to identify 
your retirement needs and plan 
a disciplined savings program 
for the future. Maximize your 
contributions to your retirement 
accounts, and if possible, make 
“catch-up” contributions. 

The elective contribution limit 
for those who participate in 
401(k), 403(b), or 457 plans is 
$18,000 for 2017. The catch-up 
contribution limit for taxpayers 
age 50 and over who participate 
in 401(k), 403(b), and most 457 
plans is $6,000 in 2017, bringing 
the total contribution limit for 
those age 50 and over to $24,000 
in 2017.

In addition, traditional Individ-
ual Retirement Account (IRA) 
and eligible Roth IRA holders 
age 50 and over can save an 
extra $1,000 a year, bringing the 
contribution limit to $6,500 in 
2017. 

4. Minimize income taxes.	Con-
sider taking advantage of all 
income tax deductions to which 
you are entitled and exploring 
ways of reducing your income 
taxes. For instance, under appro-
priate circumstances, losses or 
expenses from prior years may be 

carried over to the next tax year. 
A qualified tax professional can 
help you implement a tax strat-
egy that meets your needs.

5. Beat inflation. Your income and 
retirement savings must keep 
pace with inflation in order to 
maintain your buying power. This 
means that if the inflation rate is 
currently 3%, you need to achieve 
at least a 3% annual increase in 
income just to break even. If your 
long-term savings plan fails to 
keep pace with inflation, you may 
be unable to maintain your cur-
rent standard of living.

6. Manage unexpected risks. 
Without warning, a disability or 
death can cause financial hard-
ship for your family. Adequate 
insurance is an important foun-
dation for your financial plan— 
it offers protection to help cover 
potential risks and liabilities.

7. Consult a qualified financial 
professional. In today’s complex 
financial world, everyone needs 
help making informed decisions. 
Sound financial planning can 
help ensure that your current 
needs and long-term goals are  
on track.

An annual financial review can 
help bring focus and clarity to your 
overall financial picture. In the fu-
ture, you may wish to modify your 
plans according to changing goals 
and circumstances. By reviewing 
your finances periodically and track-
ing your progress, you may be in a 
better position to achieve financial 
independence and realize the retire-
ment of your dreams. 20/20    
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A TEAM EFFORT
Estate Planning:

E state planning often involves 
 a team consisting of an at-
torney, a financial professional, an 
insurance professional, and yourself. 
However, whether you are establish-
ing a new estate plan or revising an 
existing one, only you can provide 
the guidance, direction, and infor-
mation your estate planning team 
needs to develop an effective plan. 

Most estate planning efforts begin 
with a questionnaire and an asset 
inventory. Although the process may 
seem cumbersome, the more com-
plete the information you provide, 
the better equipped your team will 
be to help you achieve your goals. 
Even questions that seem intrusive 
at first have specific purposes. Fol-
lowing are some examples of the 
kinds of estate planning information 
you may be asked to provide:

Assets and Liabilities. A list of 
your assets, their estimated net 
value, and documentation of the 
form of ownership (individual, joint 
tenancy, tenancy by the entirety, and 
other forms of co-ownership). You 
will also need to identify your liabili-
ties and those of your spouse. If you 
live, or have ever lived, in a commu-
nity property state, you will need to 
provide information to separate your 
individual and community property 
and to determine who is responsible 
for the management and control of 
community property.

Family and Other Beneficiaries. 
The names, ages, relationships, and 
special needs of family members 
and other beneficiaries. A copy of 
property settlements, other financial 
agreements, and court decrees from 
any prior marriages of both you and 
your spouse.

Existing Estate Plans. A copy 
of your current will, along with 
information on any contractual or 
legal restrictions on the disposition 
of your assets. In addition, docu-
mentation of survivorship provi-
sions and beneficiary designations 
on insurance policies, retirement 
plans, employee benefit plans, 
business buy-sell agreements, and 
other such assets. 

Health Status. Information on 
your current health status and  
that of your beneficiaries. Also,  
the average life spans of your  
ancestors and their ages at death.

Objectives and Purposes. Your 
objectives, purposes, and hopes 
for yourself and each beneficiary, 
along with an assessment of each 
beneficiary’s ability to manage 
money.

Benefits of Team Work
Once fully informed, your estate 
planning team can assist you in 
several important ways. They can: 
1) Analyze your assets to deter-
mine which you should dispose of 
during your lifetime, which you 
should retain, and whether any 

special expertise may be required to 
value and dispose of your assets; 
2) Identify which assets may be 
subject to probate and estate taxes 
and estimate the potential shrink-
age due to these costs; 3) Estimate 
and plan for the liquidity (cash) 
needs of your estate, your surviving 
spouse, and other family members 
and beneficiaries (for instance, cash 
may be needed to help cover estate 
taxes, probate costs, or for income 
replacement); and 4) Guide you  
in selecting the best domicile— 
assuming you have a choice—to 
help reduce the net effect of taxes 
on your estate.

No Plan is Final
Bear in mind that no estate plan is 
permanent. Marriages, remarriages, 
births, deaths, new employee bene-
fits, and legislative changes may 
all necessitate adjusting an existing 
plan or creating a new one. Also, 
the composition of your assets may 
change over time. You can keep 
your estate plan up-to-date by  
notifying your estate planning team 
of any relevant changes as they 
occur, and by responding when they 
alert you to legislative changes that 
may affect your estate. 20/20   



The information contained in this newsletter is 
for general use and it is not intended to cover all 
aspects of a particular matter. While we believe all 
information to be reliable and accurate, it is im-
portant to remember individual situations may be 
entirely different. Therefore, information should 
be relied upon only when coordinated with pro-
fessional tax and financial advice. The publisher is 
not engaged in rendering legal, accounting, or 
financial advice. Neither the information pre-
sented nor any opinion expressed constitutes  
a representation by us or a solicitation of the 
purchase or sale of any securities. This news- 
letter is written and published by Liberty Pub- 
lishing, Inc., Beverly, MA, COPYRIGHT 2017.
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Provided you file a joint return, 
you are permitted to contribute 
up to $5,500 (or $6,500 for those 
age 50 and older) in 2017 to an 
account in your partner’s name, 
while also contributing the same 
amount in your own IRA. Thus, 
your household may be eligible to 
contribute up to a total of $11,000 
or $13,000 to two separate IRA 
accounts. 

A spousal IRA can be a traditional 
IRA or a Roth IRA. The traditional 
IRA is tax-deferred, which means 
that you won’t pay income taxes 
on current contributions, but you 
will owe taxes on distributions 
in retirement. By contrast, Roth 
IRA contributions are made with 
after-tax dollars, but the funds in 
the account grow on a tax-deferred 
basis and can be withdrawn tax 
free in retirement.*  Thus, a Roth 

IRA may be an attractive option if 
you expect to be paying higher tax 
rates in retirement or wish to leave 
an IRA to beneficiaries. However, 
in 2017 the eligibility for contrib-
uting to a Roth account starts to 
phase out for married couples with 
a modified adjusted gross income 
(AGI) of $186,000, and is capped at 
$196,000.

It is also important to keep in mind 
that the deduction for taxpayers 
making contributions to a tradi-
tional IRA is phased out for mar-
ried couples filing jointly when the 
spouse who makes the IRA contri-
butions is covered by a workplace 
retirement plan. While the modified 
AGI phase-out range is $99,000 to 
$119,000 in 2017 for the spouse 
who is employed, it is raised to 
$186,000 to $196,000 for an IRA 
contributor who is not covered by 
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a workplace retirement plan and 
is married to an individual who is 
covered.

Married couples in which one part-
ner owns a business or is self-em-
ployed have additional options for 
saving for a stay-at-home spouse’s 
retirement. For example, if you 
own a business, your partner may 
be able to provide services to your 
company, such as bookkeeping or 
answering calls, while still remain-
ing primarily at home. If you pay 
your partner as an employee, he or 
she can qualify to participate in the 
company’s retirement plan. This 
approach can lower your family’s 
current income tax bill, while help-
ing to secure your financial future 
as a couple. 20/20             

YOUR VALUABLES
Tips for Documenting 

 ould you list, and accurately 
 value, all your personal prop-
erty from memory? In the event 
you need to file a claim, a complete 
inventory of all your possessions 
can help you document your loss. 
A written description should in-
clude the date of acquisition, origi-
nal cost, and any improvements. 
Serial numbers, if available, should 
be recorded, and any receipts you 
have should be attached to the list.    

If you have a video or digital 
camera, you can establish ad-
ditional documentation of your 
home and belongings for insur-
ance purposes. This record, which 
can be used as evidence in case 
of theft, fire, or damage, should 
include the following:

•	 A	complete	scan	of	all	rooms,	
outside grounds, attic, basement, 
and garage.

•	 Close-ups	of	all	valuable	items	
such as artwork, jewelry, and 
antiques. Be sure to zoom in on 
serial numbers of stereos, televi-
sion sets, and other electronic 
appliances.

•	 Audio	commentary	of	details	that	
may not be visually apparent.

Store the visual images, along with 
your comprehensive written list, 
in a safe place away from home, 
such as a locked file cabinet at your 
office or your bank safe deposit 
box. For extra safety, you may want 
to make copies and store them in 
separate locations. Once you have 

established a complete inventory, it 
should be fairly easy to do periodic 
updating. 20/20

* Unless certain criteria are met, Roth  
 IRA owners must be 59½ or older and  
 have held the IRA for five years before  
 tax-free withdrawals are permitted.
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