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Avoid These  
Estate Planning 
Mistakes  
 
Too many wealthy 
households commit 
these common  
blunders. 

 
Many people plan their es-
tates diligently, with input 
from legal, tax, and financial 
professionals. Others plan 
earnestly, but make mistakes 
that can potentially affect 
both the transfer and destiny 
of family wealth. Here are 
some common and not-so-
common errors to avoid. 
   
Doing it all yourself. While 
you could write your own 
will or create a will or trust 
from a template, it can be 
risky to do so. Sometimes 
simplicity has a price. Look 
at the example of Warren 
Burger. The former Chief 
Justice of the United States 
wrote his own will, and it 
was just 176 words long. It 
proved flawed – after he 
died in 1995, his heirs 
wound up paying over 
$450,000 in estate taxes and 
other fees, costs that likely 

could have been avoided 
with a lengthier and less 
informal will containing 
appropriate language.1 

 
Failing to update your will 
or trust after a life event. 
Relatively few estate plans 
are reviewed over time. Any 
life event should prompt you 
to review your will, trust, or 
other estate planning docu-
ments. So should a life event 
affecting one of your  
beneficiaries.   

Are Gen Xers Planning for Retirement 
the Right Way? 
Generation X has become the new “sandwich” gener-
ation. Many Americans born during the years 1965-80 
are finding themselves caring for aging parents and 
growing kids at once, with little time to devote to their 
personal finances or their retirement planning.  Broadly 
speaking, that time shortage has hindered their retire-
ment saving and planning efforts. Some members of Gen 
X are on track to reach their retirement money goals; 
others are making mistakes that may greatly undermine 
their progress. What kind of mistakes, specifically?  
 

Procrastination. In a recent survey of 36- to 49-year-
olds commissioned by the Transamerica Center for Re-
tirement Studies, 39% of respondents said they would 
prefer to tackle retirement investing when they were 
nearer to retirement age.1 If you are in your thirties or 
forties, this is a mistake you cannot afford to make. 
When it comes to retirement saving, time is your friend 
– perhaps the best friend you have – and the earlier you 
start, the more years of compounding your invested as-
sets can receive. That is not to say all hope is lost if you 
start saving and investing at forty, however. You just 
have to save considerably more per month or year to 
catch up.  A very simple compounding example bears 
this out. Let us take a 25-year-old, a 35-year-old, and a 
45-year-old. From this day forward, each will contribute 
$1,000 a month for a 10-year period to a retirement ac-
count yielding 7% annually. At the end of those ten 
years, they will stop contributing to those accounts and 
merely watch that money grow until they turn 65 (not 
recommended, but again this is a simple example). Un-
der these conditions, the person who saved for just ten 
years starting at age 25 has $1,444,969 at 65. The person 
who saved for ten years starting at 35 has but $734,549, 
the person who saved for ten years starting at 45 only 
$373,407.2 
 

Raiding the retirement fund. Think of your retirement 
fund as your financial future, or at least a large part of it. 
Many instances may tempt you to draw it down: your 
children’s education expenses, student loan debt, elder-
care costs. Refrain if at all possible. Work on creating an 
emergency fund so you can avoid this. Every loan you 
take from a workplace retirement account leaves you 
with fewer invested dollars, fewer dollars that may grow 
and compound faster than inflation via the equities 

markets. Your forties, in particular, represent a prime 
time to ramp up your saving effort as your salary and/
or compensation presumably increase.  
  
Undervaluing catch-up contributions. Beginning in 
the calendar year you turn 50, you are permitted to 
contribute an extra $1,000 to your IRA per year, and 
an extra $6,000 per year to a typical 401(k), 403(b) or 
457 plan. An extra $1,000-$6,000 per year may not 
sound like much, but if you have both an IRA and a 
workplace retirement plan, this gives you a chance to 
save an additional $50,000-$100,000 (or more) for 
retirement between now and when you presumably 
wrap up your career. Those dollars can benefit from 
compounding as well. Even the opportunity to direct 
an additional $1,000 into an IRA each year should not 
be dismissed. Sadly, some savers will enter their fif-
ties not knowing about catch-up contributions or not 
valuing them enough - but you will consistently make 
them, right?3 
 

Not planning with the “end” in mind. Many Gen 
Xers are saving for retirement without defined finan-
cial objectives. They do not yet know how large their 
nest egg needs to be in order to generate worthwhile 
retirement income. They have not really thought 
about what they want their money to accomplish. 
Even using a free online retirement calculator (there 
are some really good ones) might yield some food for 
thought. 
  
Foregoing consultations with financial profession-
als. One of the demerits of DIY investing is the learn-
ing curve. Investing for retirement without any help is 
akin to trying to find a street address without help 
from a map: you might get close, you might get there, 
but most of the time you may not know how close or 

far away you are from your goal. A 
meeting with a financial professional 
can lead to an overview of where 
you stand, and give you a firm idea 
of what you need to do as you pursue 
your retirement goals further.  
 — Mico 
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Social Security 

July: TBD 

 

 

Medicare / Health Ins 

September: TBD 

Estate Planning / Trusts 

August: TBD 
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October: TBD 

To request a formal invitation to one of the events above, please email Dana at  
dpecenka@iwmpartners.com or by calling us at (714) 962-8000 

Check out our newly updated website www.iwmpartners.com for upcoming 
events and important notices. 



What features should it have?  
What terms should it offer? 

1 - nerdwallet.com/blog/life-insurance/where-people-pay-most-least-for
-homeowners-health-auto-life-insurance-2015/ [6/22/15]  
2 - thestreet.com/story/13190620/1/even-your-marriage-requires-an-
insurance-policy.html [6/18/15] 
3 - money.usnews.com/money/personal-finance/articles/2015/01/22/7-
perks-hiding-in-your-insurance-policy [1/22/15] 
4 - fool.com/how-to-invest/personal-finance/2014/03/16/tips-to-find-
the-best-homeowners-insurance-coverag.aspx [3/16/15] 

What Makes a Good Home  
& Auto Insurance Policy? 

Have you thought about bun-
dling your insurance? You may 
want to consider that, as insuring 
your house and vehicles with the 
same carrier could save you some 
money.  

Most people buy insurance with-
out doing much homework. That 
holds true for auto insurance, prop-
erty & casualty insurance, even life 
insurance. Some people just buy on 
price. Some just choose the compa-
ny their parents chose. Others fol-
low the suggestion of a title compa-
ny, a real estate professional, or a 
friend or relative. Due to these 
quick decisions, households fre-
quently pay out more in premiums 
than they should and receive more 
paperwork than they prefer. By 
contrast, combining home and auto 
insurance under one policy means 
one deductible, one premium pay-
ment, one yearly bill, and one agent 
as a point of contact. A spring 2015 
study from financial education 
website NerdWallet reveals that the 
average U.S. household spends 
$2,438 annually on life, auto, and 
homeowners insurance – 5.6% of 
its annual income. Mom and Dad 
may not know that simply bundling 
their home and auto insurance may 
save them as much as 15% annual-
ly on both premiums. According to 
a recent InsuranceQuotes survey, 
the average savings from that move 
is $270.1,2   

What distinguishes good multi-
line coverage from the run-of-the
-mill? Often these policies are of 
the good-better-best variety. The 
good ones provide you with medi-
cal expense coverage for accidents 
at home or in your car, landscaping 
coverage and lock replacement, 
liability and dwelling coverage on a 
rental property, built-in coverage 
for precious-metal collectibles, and 
reimbursement for certain police 
and paramedic services. The better 
ones offer more. It is not uncom-
mon to see a policy offer all of the 
above plus higher coverage levels  

she could not qualify for the 
marriage exemption on inherit-
ed assets. While the individual 
lifetime gift and estate tax ex-
clusion protected a relatively 
small portion of Hoffman’s 
estate from death taxes, the 
much larger remainder was 
taxed at rates of up to 40% 
rather than being passed tax-
free. Hoffman also lived in 
New York, a state which levies 
a 16% estate tax for non-
spouses once estates exceed $1 
million.1 
 
Leaving a trust unfunded (or 
underfunded). Through a 
simple, one-sentence title 
change, a married couple can 
fund a revocable trust with 
their primary residence. As an 
example, if a couple retitles 
their home from “Heather and 
Michael Smith, Joint Tenants 
with Rights of Survivorship” to 
“Heather and Michael Smith, 
Trustees of the Smith Revoca-
ble Trust dated (month)(day), 
(year)”. They are free to retitle 
myriad other assets in the 
trust’s name.1 
    
Ignoring a caregiver with 
ulterior motives. Very few 
people consider this possibility 
when creating a will or trust, 
but it does happen. A caregiver 
harboring a hidden agenda may 
exploit a loved one to the point 
where he or she revises estate 
planning documents for the 
caregiver’s financial benefit.    
The best estate plans are clear 
in their language, clear in their 
intentions, and updated as life 
events demand. They are over-
seen through the years with 
care and scrutiny, reflecting the 
magnitude of the transfer of 
significant wealth.  
 
—  Jim 
 
 
 
 
 
 
 
 
 
 
 
1 - raymondjames.com/
pointofview/
seven_estate_planning-
_mistakes_to_avoid [10/16/15] 
2 - fool.com/retirement/
general/2015/12/11/estate-planning
-in-2016-heres-what-you-need-to-
kno.aspx [12/11/15] 

(150% or 200% of a home’s value), 
coverage for land restoration, acci-
dent forgiveness, roadside assistance 
plus coverage for towing, reimburse-
ment for rental cars, no-deductible 
windshield repair, trip interruption, 
even coverage against libel or slan-
der. In addition, the really deluxe 
policies may insure your septic tank, 
your collectibles, and even a fleet 
vehicle or other vehicle you drive 
that is provided by your employer, 
offer coverage for additional living 
expenses incurred as a result of an 
auto accident or damage to the 
home, and provide reimbursement 
against identity theft – all while of-
fering even greater coverage levels. 
Select home and auto policies come 
with some little-recognized perks. 
The better car insurance policies will 
also provide you with rental car cov-
erage, and pick up the cost of a re-
placement car seat for your infant 
after a car accident (even if the seat 
appears undamaged to the eye). 
They may also cover rodent/animal 
damage to your vehicle’s interior or 
engine.3  In some cases, homeown-
er’s insurance coverage even ex-
tends to the dorm your child lives in 
at college. There are policies that 
insure homeowners against damages 
claimed by guests who eat spoiled 
food from a refrigerator or pantry. 
Others cover damage to “other struc-
tures” besides the primary residence 
– meaning damage to a guest house, 
a tool shed, a tree house, a fence.3  
What are some of the top mistakes 
people make when buying multi-
line insurance?  Compare features 
and deductibles, not just premiums. 
A really cheap plan may not offer 
enough protection to restore a home 
to its full value or provide a car of 
similar quality after an accident. 
Many homeowners and vehicle own-
ers make the mistake of equating 
market value with replacement cost.  
The present value of your home or 
car is not necessarily what it would 
cost to replace it. Some homeowner 
insurance includes ordinance or law  

coverage – raising the coverage 
limit by as much as 25% to ac-
count for the cost of rebuilding an 
older home to suit newer con-
struction codes.4 Homeowner 
policies typically have caps – they 
insure the contents of the home 
up to a certain dollar value. If you 
have really valuable stuff at 
home, look for a rider that can be 
added to the basic policy to cover 
the additional cost of replacing 
such valuables. If you run a busi-
ness out of your home, you may 
need more homeowner’s coverage 
than you assume.2 Another mis-
take is to dismiss regional risks. 
Some people move to the desert, 
near a dry riverbed, and never 
consider flood insurance. In the 
Southwest, there are many stories 
of dry riverbeds suddenly filling 
with flash floods that wash away 
cars, RVs, yards, or whole homes. 
People move from the west coast 
and believe they have no need for 
earthquake coverage – but frack-
ing is unsettling the ground in 
some areas in the South and the 
Plains states. 
When should you review your 
coverage? You should do so an-
nually, by comparing bundled 
quotes from few different insur-
ers. You should also review your 
coverage after a life event – a 
marriage, a new addition to the 
family, even a new job with a 
change to your daily commute. 
As you shop, ask for quotes from 
independent agents as well as 
those affiliated with one insurer. 
The independent agents can intro-
duce you to a variety of coverage 
from different companies, possi-
bly opening the door to more sav-
ings options.  
 
— Shawn 

Will Social Security run out of 
money in the 2030s? For years, 
Americans have been warned about 
that possibility. Those warnings, 
however, assume that no action will 
be taken to address Social Security’s 
financial challenges.  

Social Security is being strained 
by a giant demographic shift. In 
2030, more than 20% of the U.S. 
population will be 65 or older. In 
2010, only 13% of the nation was 
that old. In 1970, less than 10% of 
Americans were in that age group.1 
Demand for Social Security benefits 
has increased, and the ratio of retir-
ees to working-age adults has 
changed. In 2010, the Census Bu-
reau determined that there were 
about 21 seniors (people aged 65 or 
older) for every 100 workers. By 
2030, the Bureau projects that there 
will be 35 seniors for every 100 
workers.1 As payroll taxes fund So-
cial Security, the program faces a 
major dilemma. Actually, it faces 
two. 

Social Security maintains two 
trust funds. When you read a sen-
tence stating that “Social Security 
could run out of money by 2035,”  
that statement refers to the projected 
shortfall of the Old Age,  Survivors, 
and Disability Insurance (OASDI) 
Trust. The OASDI is the main reser-
voir of Social Security benefits, from 
which monthly payments are made 
to seniors. The latest Social Security 
Trustees report indeed concludes 
that the OASDI Trust could be  ex-
hausted by 2035 from years of cash 
outflows exceeding cash inflows.2,3 
Congress just put a patch on Social 
Security’s other, arguably more 
pressing problem. Social Security's  
other, arguable more pressing  

1 - money.usnews.com/money/retirement/articles/2014/06/16/the-
youngest-baby-boomers-turn-50 [6/16/14] 
2 - fool.com/retirement/general/2016/03/20/the-most-important-social-
security-chart-youll-eve.aspx [3/20/16] 
3 - fool.com/retirement/general/2016/03/19/1-big-problem-with-the-3-
most-popular-social-secur.aspx [3/19/16] 
4 - marketwatch.com/story/crisis-in-social-security-disability-insurance-
averted-but-not-gone-2015-11-30 [11/30/15] 

about 70? Some people see merit in 
this, as many baby boomers may 
work and live longer than their par-
ents did. In theory, it could promote 
longer careers and shorter retire-
ments, and thereby lessen demand for 
Social Security benefits. Healthier 
and wealthier baby boomers might 
find the idea acceptable, but poorer 
and less healthy boomers might not.3 
*Calculate COLAs differently. So-
cial Security uses the Consumer Price 
Index for Urban Wage Workers and 
Clerical Workers (CPI-W) in figuring 
cost-of-living adjustments. Many 
senior advocates argue that the Con-
sumer Price Index for the Elderly 
(CPI-E) should be used instead. The 
CPI-E often gives more weight to 
health care expenses and housing 
costs than the CPI-W. Not only that, 
the CPI-E only considers the cost of 
living for people 62 and older. That 
last feature may also be its biggest 
drawback. Since it only includes 
some of the American population in 
its calculations, its detractors argue 
that it may not measure inflation as 
well as the broader CPI-W.3 Social 
Security could still face a shortfall 
even if all of these ideas were adopt-
ed. The Center for Retirement Re-
search at Boston College estimates 
that if all of these “fixes” were put 
into play today, the OASDI Trust 
would still face a revenue shortage in 
2035.3 In future decades, Social Se-
curity may not be 
able to offer retir-
ees what it does 
now, unless dra-
matic moves are 
made on Capitol 
Hill. 
— Barbie 

 A lethal dose of chocolate for humans is about 

22 lbs., or 40 Hershey bars. 

 When it comes to coughs, chocolate is more    

effective than codeine. 

 In 2013, Belgium issued a limited edition of   

chocolate flavored stamps. 

Fun Fact 

problem. Social Security's Disa-
bility Insurance (SSDI) Trust 
Fund risked being unable to pay 
out 100% of scheduled benefits to 
SSDI recipients this year, but the 
Bipartisan Budget Act of 2015 
directed a slightly greater propor-
tion of payroll taxes funding So-
cial Security into the DI trust for 
the short term. This should give 
the DI Trust enough revenue to 
pay out 100% of benefits through 
2022. Funding it adequately after 
2022 remains an issue.4 

If the OASDI Trust is exhausted 
in 2035, what would happen to 
retirement benefits? They would 
decrease. Imagine Social Security 
payments shrinking 21%. If Con-
gress does not act to remedy So-
cial Security’s cash flow situation 
before then, Social Security Trus-
tees forecast that a 21% cut may 
be necessary in 2035 to ensure 
payment of benefits through 
2087.3 
No one wants to see that hap-
pen, so what might Congress do 
to address the crisis? Three ideas 
in particular have gathered sup-
port. *Raise the cap on Social  
Security taxes. Currently, employ-
ers and employees each pay a 
6.2% payroll tax to fund Social 
Security (the self-employed pay 
12.4% of their earnings into the 
program). The earnings cap on the 
tax in 2016 is $118,500, so any 
earned income above that level is 
not subject to payroll tax. Lifting 
(or even abolishing) that cap 
would bring Social Security more 
payroll tax revenue, specifically 
from higher-income Americans.3 
*Adjust the full retirement age. 
Should it be raised to 68? How  

Appointing a co-trustee. 
Trust administration is not 
for everyone. Some people 
lack the interest, the time, 
or the understanding it re-
quires, and others balk at 
the responsibility and po-
tential liability involved. A 
co-trustee also introduces 
the potential for conflict. 
   
Being too vague with 
your heirs about your 
estate plan. While you 
may not want to explicitly 
reveal who will get what 
prior to your passing, your 
heirs should have an under-
standing of the purpose and 
intentions at the heart of 
your estate planning. If you 
want to distribute more of 
your wealth to one child 
than another, write a letter 
to be presented after your 
death that explains your 
reasoning. Make a list of 
which heirs will receive 
particular collectibles or 
heirlooms. If your family 
has some issues, this may 
go a long way toward re-
ducing squabbles and the 
possibility of legal costs 
eating up some of this or 
that heir’s inheritance.  
 
Failing to consider what 
will happen if you and 
your partner are unmar-
ried. The “marriage penal-
ty” affecting joint filers 
aside, married couples re-
ceive distinct federal tax 
breaks in this country – 
estate tax breaks among 
them. This year, the life-
time gift and estate tax 
exclusion amount is $5.45 
million for an individual, 
but $10.9 million for a 
married couple.1,2  
   
If you live together and 
you are not married, it is 
worth considering how 
your unmarried status 
might affect your estate 
planning with regard to 
federal and state taxes. As 
Forbes mentioned last year, 
federal and state taxes 
claimed more than more 
than $15 million of the $35 
million estate of Oscar-
winning actor Phillip Sey-
mour Hoffman. He left 
100% of his estate to his 
longtime partner, and since 
they had never married,  

Could Social Security  
Really Go Away? 


