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Being named as the
executor of a family
member's estate is
generally an honor. It
means that person has
been chosen to handle
the financial affairs of
the deceased
individual and is
trusted to help carry

out his or her wishes.

Settling an estate, however, can be a difficult
and time-consuming job that could take several
months to more than a year to complete. Each
state has specific laws detailing an executor's
responsibilities and timetables for the
performance of certain duties.

If you are asked to serve as an executor, you
may want to do some research regarding the
legal requirements, the complexity of the
particular estate, and the potential time
commitment. You should also consider seeking
the counsel of experienced legal and tax
advisors.

Documents and details
A thoughtfully crafted estate plan with
up-to-date documents tends to make the job
easier for whoever fills this important position. If
the deceased created a letter of instruction, it
should include much of the information needed
to close out an estate, such as a list of
documents and their locations, contacts for
legal and financial professionals, a list of bills
and creditors, login information for important
online sites, and final wishes for burial or
cremation and funeral or memorial services.

An executor is responsible for communicating
with financial institutions, beneficiaries,
government agencies, employers, and service
providers. You may be asked for a copy of the
will or court-certified documentation that proves
you are authorized to conduct business on
behalf of the estate. Here are some of the
specific duties that often fall on the executor.

Arrange for funeral and burial costs to be
paid from the estate. Collect multiple copies of
the death certificate from the funeral home or
coroner. They may be needed to fulfill various

official obligations, such as presenting the will
to the court for probate, claiming life insurance
proceeds, reporting the death to government
agencies, and transferring ownership of
financial accounts or property to the
beneficiaries.

Notify agencies such as Social Security and
the Veterans Administration as soon as
possible. Federal benefits received after the
date of death must be returned. You should
also file a final income tax return with the IRS,
as well as estate and gift tax returns (if
applicable).

Protect assets while the estate is being
closed out. This might involve tasks such as
securing a vacant property; paying the
mortgage, utility, and maintenance costs;
changing the name of the insured on home and
auto policies to the estate; and tracking
investments.

Inventory, appraise, and liquidate valuable
property. You may need to sort through a
lifetime's worth of personal belongings and list a
home for sale.

Pay any debts or taxes. Medical bills, credit
card debt, and taxes due should be paid out of
the estate. The executor and/or heirs are not
personally responsible for the debts of the
deceased that exceed the value of the estate.

Distribute remaining assets according to the
estate documents. Trust assets can typically
be disbursed right away and without court
approval. With a will, you typically must wait
until the end of the probate process.

The executor has a fiduciary duty — that is, a
heightened responsibility to be honest,
impartial, and financially responsible. This
means you could be held liable if estate funds
are mismanaged and the beneficiaries suffer
losses.

If for any reason you are not willing or able to
perform the executor's duties, you have a right
to refuse the position. If no alternate is named
in the will, an administrator will be appointed by
the courts.
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It's Time for Baby Boomer RMDs!
In 2016, the first wave of baby boomers turned
70½, and many more reach that milestone in
2017 and 2018. What's so special about 70½?
That's the age when you must begin taking
required minimum distributions (RMDs) from
tax-deferred retirement accounts, including
traditional IRAs, SIMPLE IRAs, SEP IRAs,
SARSEPs, and 401(k), 403(b), and 457(b)
plans. Original owners of Roth IRAs are not
required to take RMDs.

If you're still employed (and not a 5% owner),
you may be able to delay minimum distributions
from your current employer's plan until after you
retire, but you still must take RMDs from other
tax-deferred accounts (except Roth IRAs). The
RMD is the smallest amount you must withdraw
each year, but you can always take more than
the minimum amount.

Failure to take the appropriate RMD can trigger
a 50% penalty on the amount that should have
been withdrawn — one of the most severe
penalties in the U.S. tax code.

Distribution deadlines
Even though you must take an RMD for the tax
year in which you turn 70½, you have a
one-time opportunity to wait until April 1 (not
April 15) of the following year to take your first
distribution. For example:

• If your 70th birthday was in May 2017, you
turned 70½ in November and must take an
RMD for 2017 no later than April 1, 2018.

• You must take your 2018 distribution by
December 31, 2018, your 2019 distribution by
December 31, 2019, and so on.

IRS tables
Annual RMDs are based on the account
balances of all your traditional IRAs and
employer plans as of December 31 of the
previous year, your current age, and your life
expectancy as defined in IRS tables.

Most people use the Uniform Lifetime Table
(Table III). If your spouse is more than 10 years
younger than you and the sole beneficiary of
your IRA, you must use the Joint Life and Last
Survivor Expectancy Table (Table II). Table I is
for account beneficiaries, who have different
RMD requirements than original account
owners. To calculate your RMD, divide the
value of each retirement account balance as of
December 31 of the previous year by the
distribution period in the IRS table.

Aggregating accounts
If you own multiple IRAs (traditional, SEP, or
SIMPLE), you must calculate your RMD
separately for each IRA, but you can actually
withdraw the required amount from any of your
accounts. For example, if you own two
traditional IRAs and the RMDs are $5,000 and
$10,000, respectively, you can withdraw that
$15,000 from either (or both) of your accounts.

Similar rules apply if you participate in multiple
403(b) plans. You must calculate your RMD
separately for each 403(b) account, but you can
take the resulting amount (in whole or in part)
from any of your 403(b) accounts. But RMDs
from 401(k) and 457(b) accounts cannot be
aggregated. They must be calculated for each
individual plan and taken only from that plan.

Also keep in mind that RMDs for one type of
account can never be taken from a different
type of account. So, for example, a 401(k)
required distribution cannot be taken from an
IRA. In addition, RMDs from different account
owners may never be aggregated, so one
spouse's RMD cannot be taken from the other
spouse's account, even if they file a joint tax
return. Similarly, RMDs from an inherited
retirement account may never be taken from
accounts you personally own.

Birthday Guide: This chart provides
sample RMD deadlines for older baby
boomers.

Month &
year of
birth

Year you
turn 70½

First RMD
due

Second
RMD due

Jan. 1946
to June
1946

2016 April 1,
2017

Dec. 31,
2017

July 1946
to June
1947

2017 April 1,
2018

Dec. 31,
2018

July 1947
to June
1948

2018 April 1,
2019

Dec. 31,
2019

July 1948
to June
1949

2019 April 1,
2020

Dec. 31,
2020

July 1949
to June
1950

2020 April 1,
2021

Dec. 31,
2021

In 2016, the first wave of
baby boomers turned 70½,
and many more reach that
milestone in 2017 and 2018.
What's so special about
70½? That's the age when
you must begin taking
required minimum
distributions (RMDs) from
tax-deferred retirement
accounts, including
traditional IRAs, SIMPLE
IRAs, SEP IRAs, SARSEPs,
and 401(k), 403(b), and
457(b) plans.
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The Standard Deduction and Itemized Deductions After Tax Reform
The Tax Cut and Jobs Act substantially
increased the standard deduction amounts for
2018 to 2025. It also eliminated or restricted
many itemized deductions for those years. You
can generally choose to take the standard
deduction or to itemize deductions. As a result
of the changes, far fewer taxpayers will be able
to reduce their taxes by itemizing deductions.

Standard deduction
The standard deduction amounts are
substantially increased in 2018 (and adjusted
for inflation in future years).

2017 2018

Single $6,350 $12,000

Head of
household

$9,350 $18,000

Married filing
jointly

$12,700 $24,000

Married filing
separately

$6,350 $12,000

Note: The additional standard deduction
amount for the blind or aged (age 65 or older)
in 2018 is $1,600 (up from $1,550 in 2017) for
single/head of household or $1,300 (up from
$1,250 in 2017) for all other filing statuses.
Special rules apply if you can be claimed as a
dependent by another taxpayer.

Itemized deductions
Many itemized deductions have been
eliminated or restricted. The overall limitation
on itemized deductions based on the amount of
adjusted gross income (AGI) was eliminated.
Here are some specific changes.

Medical expenses: The AGI threshold for
deducting unreimbursed medical expenses was
reduced from 10% to 7.5% for 2017 and 2018,
after which it returns to 10%. This same
threshold applies for alternative minimum tax
purposes.

State and local taxes: Individuals are able to
claim an itemized deduction of up to only
$10,000 ($5,000 for married filing separately)
for state and local property taxes and state and
local income taxes (or sales taxes in lieu of
income taxes). Previously, there were no dollar
limits.

Home mortgage interest: Individuals can
deduct mortgage interest on no more than
$750,000 ($375,000 for married filing
separately) of qualifying mortgage debt. For
mortgage debt incurred before December 16,
2017, the prior $1,000,000 ($500,000 for
married filing separately) limit will continue to
apply. A deduction is no longer allowed for

interest on home equity indebtedness. Home
equity used to substantially improve your home
is not treated as home equity indebtedness and
can still qualify for the interest deduction.

Charitable gifts: The top percentage limit for
deducting charitable contributions is increased
from 50% of AGI to 60% of AGI for certain cash
gifts.

Casualty and theft losses: The deduction for
personal casualty and theft losses is eliminated,
except for casualty losses attributable to a
federally declared disaster.

Miscellaneous itemized deductions:
Previously deductible miscellaneous expenses
subject to the 2% floor, including tax
preparation expenses and unreimbursed
employee business expenses, are no longer
deductible.

Alternative minimum tax (AMT)
The standard deduction is not available for
AMT purposes. Nor is the itemized deduction
for state and local taxes available for AMT
purposes. If you are subject to the alternative
minimum tax, it may be useful to itemize
deductions even if itemized deductions are less
than the standard deduction amount.

Year-end tax planning
Typically, you have a certain amount of control
over the timing of income and expenses. You
generally want to time your recognition of
income so that it will be taxed at the lowest rate
possible, and time your deductible expenses so
they can be claimed in years when you are in a
higher tax bracket.

With the substantially higher standard
deduction amounts and the changes to
itemized deductions, it may be especially useful
to bunch itemized deductions in certain years;
for example, when they would exceed the
standard deduction. Thus, while this might
seem counterintuitive from a nontax
perspective, it may be useful to make charitable
gifts in years in which you have high medical
expenses or casualty losses.

In this environment, qualified charitable
distributions (QCDs) may be even more useful
as a way to make charitable gifts without
itemizing deductions. QCDs are distributions
made directly from an IRA to a qualified charity.
Such distributions may be excluded from
income and count toward satisfying any
required minimum distributions (RMDs) you
would otherwise have to receive from your IRA.
Individuals age 70½ and older can make up to
$100,000 in QCDs per year.

The Tax Cuts and Jobs Act,
signed into law in December
2017, substantially
increased the standard
deduction amounts and
made significant changes to
itemized deductions,
generally starting in 2018.
After 2025, these provisions
revert to pre-2018 law.
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Is the Social Security Administration still mailing Social
Security Statements?
Your Social Security
Statement provides important
information about your Social
Security record and future

benefits. For several years, the Social Security
Administration (SSA) mailed these statements
every five years to people starting at age 25,
but due to budgetary concerns, the SSA has
stopped mailing Social Security Statements to
individuals under age 60.

Workers age 60 and over who aren't receiving
Social Security benefits will still receive paper
statements in the mail, unless they opt to sign
up for online statements instead. If you're age
60 or older, you should receive your statement
every year, about three months before your
birthday. The SSA will mail statements upon
request to individuals under age 60.

However, the quickest way to get a copy of
your Social Security Statement is to sign up for
a my Social Security account at the SSA
website, ssa.gov. Once you've signed

up, you'll have immediate access to your
statement, which you can view, download, or
print. Statement information generally includes
a projection of your retirement benefits at age
62, at full retirement age (66 to 67), and at age
70; projections of disability and survivor
benefits; a detailed record of your earnings; and
other information about the Social Security
program.

The SSA has recently begun using a two-step
identification method to help protect my Social
Security accounts from unauthorized use and
potential identity fraud. If you've never
registered for an online account or haven't
attempted to log in to yours since this change,
you will be prompted to add either your cell
phone or email address as a second
identification method. Every time you enter your
account username and password, you will then
be prompted to request a unique security code
via the identification method you've chosen,
and you need to enter that code to complete
the log-in process.

Why is it important to factor inflation into retirement
planning?
Inflation is one of the key
factors you will need to
consider when planning for
retirement. Not only will the

cost of living rise while you're accumulating
assets for retirement, but it will continue to rise
during your retirement, which could last 25
years or longer. This, combined with the fact
that you will not likely earn a paycheck during
retirement, is the main reason your portfolio
needs to maintain at least some growth
potential for the duration of your retirement.

Consider this: If inflation runs at 3% (which is
approximately its long-term average, as
measured by the Consumer Price Index), the
purchasing power of a given sum of money
would be cut in half in 23 years. If it averages
4%, your purchasing power would be cut in half
in 18 years.

A simple example illustrates the impact of
inflation on retirement income. Assuming a
consistent annual inflation rate of 3%, if
$50,000 satisfies your retirement income needs
this year, you'll need $51,500 of income next
year to meet the same income needs. In 10
years, you'll need about $67,195 to equal the

purchasing power of $50,000 this year. And in
25 years, you'd need nearly $105,000 just to
maintain that purchasing power!1

Keep in mind that even a 3% long-term average
inflation rate conceals periods of skyrocketing
prices, such as in the late 1970s and early 80s,
when inflation reached double digits. Although
consumer prices have been relatively stable in
more recent decades, there's always the
chance that unexpected shocks could cause
prices to spike again.

So how do you strive for the returns you'll need
to outpace inflation by a wide enough margin
both before and during retirement? The key is
to consider investing at least some of your
portfolio in growth-oriented investments, such
as stocks.2

1 This hypothetical example of mathematical
principles is used for illustrative purposes only and
does not represent the performance of any specific
investment. Note that these figures exclude the
effects of taxes, fees, expenses, and investment
returns in general.

2 All investing involves risk, including the possible
loss of principal, and there is no guarantee that any
investment strategy will be successful.
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