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May is when spring reaches its peak. Garden
centers are bustling with racks and carts of
"new arrivals" and garden lovers are finalizing
their plans for a summer of wonder and beauty.

Whether you are someone whose garden is
comprised of a few pots here and there in the
yard or on a balcony, or one who has each year
increased the level of flowers, shrubbery, trees
and arbors to the point where your garden
resembles a professional nursery, this time of
the year is one that is relished for the pure joy
and beauty of the activity.

If you were to take all of your financial
ideas, savings, investments, and assets and
lay them out in the same manner you would
design the ultimate garden, how would they
look?

When someone designs a professional garden,
the aim is to have items in the yard that form
the cornerstone of the design. Often times,
these are the trees and shrubs laid out in varied
elevations meant to provide shade, depth and
physical dimension that creates contour within
the garden. Those elements are usually not as
pretty as the accompanying flowers, but without
them, the overall space could appear less
impressive.

Once those primary elements are incorporated
into the concept, the designer then targets to
have perennials that will not only bloom year
after year, but with each passing season will
also grow more dense and lush, adding even
greater dimension to the garden.

After those flower designs are in place, the
green-thumb artist can add specialty flowers
and annuals that may only last one season, but
will provide extra spice, color and flair to the
garden. Years into this kind of masterpiece, the
gardener/homeowner has something that only
gets better over time with the proper level of
care and attention.

The same design concept can be applied to
building a financial program that can be
sustained season after season and grow,
expand and become more lush as years pass.
There are always different "investments of the
month" that catch people's eyes with their
opportunity for amazing gains. Sometimes they
work and sometimes they wither and die sooner
than expected (i.e. do you recall the dot-com
craze of the late 1990's?). Specialty
investments can be sprinkled within a financial
garden in small amounts but should not
comprise the bulk of one's finances. Our
responsibility, as your financial advisor, is to: a)
lay out a financial plan ("garden") that aligns
with your objectives; b) select the investment
fundamentals ("trees and shrubs") that will be
the cornerstones of the design; c) add the
investments ("perennials") that are sustainable
year after year; and, d) add special assets that
can enhance the financial plan but won't crush
it if unexpected bad financial weather arrives.

We'd love to design or enhance your financial
garden. Please make an appointment today to
ensure you have the right flowers.

- Ken, Dave, Dominic, Todd, Julie, Therese and
Maja
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Avoiding Probate: Is It Worth It?
When you die, your estate goes through a
process that manages, settles, and distributes
your property according to the terms of your
will. This process is governed by state law and
is called probate. Probate proceedings fall
under the jurisdiction of the probate court (also
called the Surrogate's, Orphans', or Chancery
court) of the state in which you are domiciled at
the time of your death. This court oversees
probate of your personal property and any real
estate that is located in that state. If you own
property located in a state other than the state
in which you are domiciled at the time of your
death, a separate "ancillary" probate
proceeding may need to be initiated in the other
state.

Note: "Domicile" is a legal term meaning the
state where you intend to make your permanent
home. It does not refer to a summer home or a
temporary residence.

Items that are subject to probate are known as
probate assets. Probate assets generally
consist of any property you own individually at
the time of your death that passes to your
beneficiaries according to the terms of your will.
Examples of nonprobate assets include
property that is owned jointly with right of
survivorship (e.g., a jointly held bank account)
and property that is owned as
tenants-by-the-entirety (i.e., real property
owned jointly by a husband and wife). Other
examples are property that passes to
designated beneficiaries by operation of law,
such as proceeds of life insurance and
retirement benefits, and property held in trust.
Property that does not pass by will, right of
survivorship, beneficiary designation, or trust
will also be subject to probate.

Why avoid probate?
Most wills have to be probated. The rules vary
from state to state, but in some states, smaller
estates are exempt from probate, or they may
qualify for an expedited process.

Probate can be slow. Depending on where your
executor probates your estate and the size of
your probate estate, the probate process can
take as little as three months or as long as
three years. Three years can be a long time to
wait for needed income. It can take even longer
if the estate is a complicated one or if any of the
heirs are contesting the will.

Probate can be costly. Probate costs usually
include court costs (filing fees, etc.), publication

costs for legal notices, attorney's fees,
executor's fees, bond premiums, and appraisal
fees. Court costs and attorney's fees can vary
from state to state. Typically, the larger the
estate, the greater the probate costs. However,
if a smaller estate has complex issues
associated with its administration or with
distribution of its assets (e.g., if the person who
died owned property in several states), probate
can be quite costly.

Probate is a public process. Wills and any other
documents submitted for probate become part
of the public record--something to consider if
you or your family members have privacy
concerns.

Why choose to go through probate?
For most estates, there's usually little reason to
avoid probate. The actual time and costs
involved are often modest, and it just doesn't
make sense to plan around it. And there are
actually a couple of benefits from probate.
Because the court supervises the process, you
have some assurance that your wishes will be
abided by, and if a family squabble should
arise, the court can help settle the matter.
Further, probate offers some protection against
creditors. As part of the probate process,
creditors are notified to make their claims
against the estate in a timely manner. If they do
not, it becomes much more difficult for them to
make their claims later on.

In addition, some states require that your will be
probated before the beneficiaries under your
will can exercise certain rights. Among the
rights that may be limited are the right of your
surviving spouse to waive his or her share
under the will and elect a statutory share
instead, use your residence during his or her
remaining life, set aside certain property, and
receive a family allowance.

How to avoid probate
An estate plan can be designed to limit the
assets that pass through probate or to avoid
probate altogether. Property may be passed
outside of probate by owning property jointly
with right of survivorship; by ensuring that
beneficiary designation forms are completed for
those types of assets that allow them, such as
IRAs, retirement plans, and life insurance (to
avoid probate you shouldn't name your estate
as beneficiary); by putting property in a trust;
and by making lifetime gifts.

Why avoid probate?

• It can be slow; getting
needed assets into the
hands of your heirs may
be delayed

• It can be costly, especially
if an estate is large or
complex, or ancillary
probate is needed

• It is public; documents
that you wish to remain
private can be accessed
by the public

How to avoid probate

• Own assets jointly with
right of survivorship

• Own assets that pass by
beneficiary designation,
such as life insurance and
retirement plans

• Use a trust

• Gift assets during your
lifetime
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Self-Directed IRAs
A self-directed IRA isn't a different type of IRA.
Rather, the term refers to any individual
retirement account (traditional or Roth) that
allows you to direct the investment of your IRA
assets into nontraditional investments. For
example, in addition to the usual IRA mainstays
(stocks, bonds, mutual funds, and CDs), a
self-directed IRA might invest in real estate,
limited partnership interests, a small business,
or anything else the law (and your IRA
trustee/custodian) allows. In fact, the only
investment you can't have in an IRA is life
insurance. Collectibles (artwork, stamps, wine,
and antiques) aren't strictly prohibited, but if
your IRA purchases these items, you could
suffer adverse tax consequences.

Getting started
First, you'll need to find a trustee or custodian
that specializes in self-directed IRAs. Make
sure you understand the expenses
involved--some trustees charge transaction
fees and/or asset-based fees, depending on the
particular investment. You also need to be
aware of the prohibited transaction rules. These
rules are designed to make sure that only your
IRA, and not you (or your immediate family),
benefits from your IRA transactions. If you
violate these rules, your account will cease to
be treated as an IRA, with potentially
devastating tax consequences.

Finally, you need to understand the UBIT
(unrelated business income tax) rules. Even
though IRA investments usually grow tax
deferred (or even potentially tax free in the case
of a Roth IRA), if your IRA conducts certain
business activities or has debt-financed
income, then your IRA could be taxed currently
on all or part of the income generated.

What are prohibited transactions?
Generally, a prohibited transaction is any
improper use of an IRA by you, your
beneficiary, or a "disqualified person" including
certain family members. The following are
examples of prohibited IRA transactions:

• Selling property to, or buying property from,
the IRA

• Borrowing money from it
• Receiving unreasonable compensation for

managing it
• Using it as security for a loan
• Buying property for personal use (present or

future) with IRA funds

The IRS has warned: "IRAs that include, or
consist of, non-marketable securities and/or
closely held investments, in which the IRA

owner effectively controls the underlying assets
of such securities or investments, have a
greater potential for resulting in a prohibited
transaction." (Source: IRS Instructions to Form
1099-R, 2015)

Consequences of engaging in a
prohibited transaction
Generally, if you (or your beneficiary after your
death) engage in a prohibited transaction at any
time during the year, the account stops being
an IRA as of the first day of that year. The
account is also treated as distributing all its
assets to you at their fair market values on the
first day of the year. For a traditional IRA, if the
total of those values exceeds your basis in the
IRA, you'll have taxable income that's included
in your income. If you're not yet age 59½, the
10% premature distribution penalty tax may
also apply.

The IRS hasn't yet provided specific guidance
describing how these rules apply to Roth IRAs.
However, it's likely that if you've satisfied the
requirements for a qualified distribution, the
distribution will still be tax free. A nonqualified
distribution from a Roth IRA will result in
taxable income to the extent the distribution
exceeds your Roth IRA contributions (and
again, the premature distribution penalty tax
may apply if you haven't yet reached age 59½).

What is UBIT?
UBIT, as noted earlier, stands for "unrelated
business income tax." While not common, it can
apply to your traditional (and Roth) IRA. In
simple terms, if your IRA regularly conducts a
trade or business (for example, your IRA buys
and operates a bakery), then the income from
that trade or business (less any expenses
directly connected with carrying on the trade or
business) is subject to UBIT. The IRA is taxed
on the income (unrelated business taxable
income, or UBTI) at trust tax rates.

The term "trade or business" has been broadly
interpreted to apply even if an IRA doesn't
directly conduct a business, but instead invests
in a pass-through entity, like a partnership, that
conducts a trade or business. If an IRA invests
in a partnership that conducts a trade or
business, then the IRA must calculate its UBTI
based on its share of the partnership's gross
income and deductions.

As you can see, a self-directed IRA can provide
you with almost unlimited investment flexibility,
but also presents some traps for the unwary.
Carefully weigh the benefits and risks to
determine if it's the right choice for you.

The IRS has warned: "IRAs
that include, or consist of,
non-marketable securities
and/or closely held
investments, in which the
IRA owner effectively
controls the underlying
assets of such securities or
investments, have a greater
potential for resulting in a
prohibited transaction."
(Source: IRS Instructions to
Form 1099-R, 2015)

Note: All investing involves
risk, including the potential
loss of principal.
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What is this new chip-card technology I've been hearing
about in the news?
In recent years, data breaches
at major retailers have
increased across the United
States. As a way to counteract

these data breaches, many U.S. credit-card
companies have started implementing a more
secure chip-card technology called EMV (which
is short for Europay, Mastercard, and Visa).

Currently, most retailers use the magnetic strips
on the back of your debit or credit card to
access your account information. Unfortunately,
the information contained in the magnetic strips
is easily accessed by hackers. In addition, the
magnetic strips use the same account
information for every transaction. So once your
card information is stolen, it can be used over
and over again.

With the new EMV technology, debit cards and
credit cards are embedded with a computer
chip that generates a unique authentication
code for each transaction. So if your card
information is ever hacked, it can't be used
again--it's a "one-and-done" scenario.

While many developed nations moved to EMV
technology years ago, U.S. retailers have
previously been unwilling to shoulder the costs.

Fortunately, there is good news for U.S.
consumers on the horizon.

Beginning in 2015, many large retailers will
switch to the new EMV technology by installing
payment terminals designed to read the new
chip-embedded payment cards. It may take
additional time, however, for smaller retailers to
adopt this latest technology.

Along with EMV, even more advanced
encryption technology is being developed that
will increase security for online transactions and
payments made with smartphones. In fact, new
mobile payment options like Apple Pay and
Google Wallet could eventually make paying
with plastic entirely obsolete.

In the meantime, in the wake of these data
breaches, you should make it a priority to
periodically review your credit-card and bank
account activity for suspicious charges. If you
typically wait for your monthly statements to
arrive in the mail, consider signing up for online
access to your accounts--that way you can
monitor your accounts as often as needed.

Am I liable for unauthorized transactions on my debit
card?
It depends. Federal law
provides consumers with
protection against most
unauthorized credit- and

debit-card transactions.

Under federal law, consumer liability for
unauthorized credit-card transactions is limited
to $50. However, many banks and credit-card
companies offer even more protection for credit
cards in the form of "zero liability" for
unauthorized transactions.

For unauthorized debit, rather than credit,
transactions, the rules get a bit trickier. For the
most part, you won't be held responsible for any
unauthorized debit-card withdrawals if you
report the lost card before it's used. Otherwise,
the extent of your liability depends on how
quickly you report your lost card. If you report
your lost debit card within two business days
after you notice your card is missing, you'll be
held liable for up to $50 of unauthorized
withdrawals. If you fail to report your lost debit
card within two days after you notice your card
is missing, you can be held responsible for up
to $500 of unauthorized withdrawals. And if you
fail to report an unauthorized transfer or

withdrawal that's posted on your bank
statement within 60 days after the statement is
mailed to you, you risk unlimited liability.

The good news is that some banks and
credit-card companies are offering the same
"zero liability" protection to debit-card users that
they offer to their credit-card users. This zero
liability protection, however, does come with
exceptions. In order to have zero liability for
unauthorized debit-card transactions,
consumers may be required to report the loss
of their card "promptly" (typically, no more than
two days after they learn of the card loss or
theft). In addition, a consumer may need to
exercise "reasonable care" to safeguard his or
her debit-card information. For example, an
individual who gives someone else his or her
debit card and PIN could be held responsible
for any unauthorized transactions.

It's important to remember that, unlike credit
cards, debit cards directly link to your financial
accounts. As a result, you should act quickly
and call your bank or credit-card company as
soon as you learn of any unauthorized
transactions on your account.
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