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The weather over the 4th of July weekend was
perfect for anyone wanting to get outside,
spend time with friends and family, and enjoy
the sights and sounds of traditional fireworks
displays. On the morning of July 4th, I found
myself watching the first two segments of the
HBO miniseries, John Adams . I had seen it
before, but wanted to revisit the episodes that
focused on what went into the decision to
become an independent nation, and see again
the challenges that surrounded the goal of
having all the delegates to the Continental
Congress finally reach an accord and issue a
unanimous statement professing their desire to
be "free."

In watching the debates, you could sense that
this decision was not going to be an easy one,
nor would it be one that would not be paid for
without much sacrifice and bloodshed. It would
also be a very arduous financial decision in that
much of the commerce and trade the colonies
had worked years to develop could be
jeopardized by the negative reaction that was
sure to come from King George in London,
England. As we all know, that decision in 1776
in many ways changed the scope of the world,
and laid the foundation for all of the freedoms
we now enjoy within this great country.

There are still many nations and peoples
around the world that do not have the freedoms
and rights we have, and who would be amazed
at how often Americans take those freedoms
for granted. Look up "independent" in the
dictionary and you'll find one of the largest
arrays of definitions of any word in our
language. I believe it's because there are so
many facets to being free that it cannot easily
be defined in a single word or sentence.

After watching the two John Adams episodes, I
went outside, hung two American flags, and
mentally and prayerfully thanked the men and
women who have gone before us and helped
forge this country. We owe them much for their
sacrifices.

That afternoon, two of my grandchildren, ages
8 and 6, came over. I asked the older one if he

knew why we celebrate the 4th of July? While
he enjoyed the fireworks he saw the night
before, he wasn't sure. So I told him the
holiday's other name, "Independence Day," and
he asked why it was called that. Taking out a
map, I pointed to England and told the kids how
men and women left their homes to explore the
world, discovered the Americas, and settled
here. I explained how, over time, the King of
England kept limiting what they could do or say,
all of which led to their decision to become their
own independent country. My grandson
seemed to understand; however, my
granddaughter said that England was where
the boys and girls of the Narnia stories lived
and asked to see the Kingdom of Narnia on the
map. While she was disappointed to learn that
Narnia wasn't a real place, she was happy that I
shared my story with her and her brother.

It is my hope that in your own way, you, too had
a special experience on July 4th, and found
yourself appreciative of the freedom you enjoy,
and the benefits you reap as a citizen of this
great country. The United States is currently at
a financial, social, and ideological crossroads,
with numerous voices both inside and outside
the country that are challenging us and our
beliefs. We are a nation far from perfect, with
many aspects that need to be honed and
refined. While some countries are willing to
work in tandem with us, others would like
nothing more than to see us toppled from the
pedestal of success we have enjoyed for 235
years. Thus, we are at a crucial point in time
when we need to be smart, compassionate,
and yet also very careful in the decisions we
make.

Although not every country will want to adopt
the same principles we have embraced
throughout our existence as a country, it would
be hard for me to believe that everyone would
not yearn to be free and independent, and able
to make decisions for themselves and their
families. Even though the holiday has passed, I
urge you to keep your own thoughts and ideas
about "independence and freedom" clear in
your mind, and use that as the basis for how
you live your life each and every day.
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Many people assume they can hold off saving
for retirement and make up the difference later.
But this can be a costly mistake. Waiting too
long to start saving can make it very difficult to
catch up, and only a few years can make a big
difference in how much you'll accumulate. This
doesn't mean there's no hope if you haven't set
aside anything for retirement yet. It just makes
it all the more important that you implement a
plan today.

Start saving now
Start saving as much as you can, as soon as
you can. The earlier you start, the longer
compounding can work for you. For example, a
20 year old who saves $200 a month until age
65 and earns exactly 6% on saved funds
annually would have accumulated around
$550,000. But a 40 year old contributing the
same amount each month at the same earnings
rate would have accumulated only $138,600 by
age 65.

Contribute $200/month to age 65 at
different hypothetical earnings rates

Start at
age 20

Start at
age 30

Start at
age 40

Start at
age 50

2% $174,931 $121,510 $77,764 $41,943

4% $301,894 $182,746 $102,826 $49,218

6% $551,199 $284,942 $138,599 $58,164

8% $1,054,908 $458,776 $190,205 $69,208

(This is a hypothetical example and is not
intended to reflect the actual performance of
any specific investment. Earnings are pretax,
and may be subject to income tax when
distributed.)

Take advantage of employer plans
Chances are your employer offers a 401(k),
403(b), or similar retirement savings plan. You
can contribute up to $16,500 to a 401(k) plan in
2011. And if you're 50 years old or older, you
can make additional "catch-up" contributions of
up to $5,500, for a total of $22,000 in 2011.

Since pretax contributions are excluded from
your paycheck, you'll enjoy an immediate tax
savings when you contribute to one of these
plans. For example, if your effective income tax
rate is 30%, a $22,000 annual pretax
contribution will only "cost" you $15,400 once
the tax benefit is factored in. Of course, you'll
have to pay income tax when you start
receiving distributions from the plan, but it's
possible you'll be in a lower tax bracket at that
time (note that distributions made prior to age
59½ may be subject to a 10% additional

penalty tax unless an exception applies). Your
employer's plan may also allow you to make
Roth contributions. There's no immediate tax
benefit (contributions are made with after-tax
dollars), but qualified distributions are entirely
free from federal (and most states') income tax.

Even if you can't contribute the maximum
allowed, you should at least try to contribute as
much as necessary to get any matching
contributions that your employer offers. This is
essentially "free money." However, you may
need to work up to six years before you're fully
vested in (that is, before you fully own) any
employer matching contributions.

Don't forget IRAs
You can contribute up to $5,000 to an IRA in
2011. You can also make catch-up
contributions to an IRA if you're 50 or older--up
to an additional $1,000 in 2011.

Your contributions to a traditional IRA may be
deductible if neither you nor your spouse are
covered by an employer retirement plan, or (if
either of you are covered) your income falls
within specified limits. Like pretax 401(k)
contributions, deductible IRA contributions can
result in an immediate tax savings, and as with
401(k) plans, withdrawals made prior to age
59½ may be subject to an additional 10%
penalty tax unless an exception applies.

But even if you can't make deductible
contributions to a traditional IRA, you can
generally make nondeductible (after-tax)
contributions. There are no up-front tax
benefits, but your contributions will be tax free
when withdrawn, and any earnings will grow tax
deferred until distributed.

If your income is within prescribed limits, you
can also make after-tax contributions to a Roth
IRA. In this case, even the earnings are tax-free
if your distribution is "qualified." Distributions
are qualified if you satisfy a five-year holding
requirement, and the distribution is made after
you reach age 59½, become disabled, or die, or
the funds are used to purchase your first home
(up to $10,000 lifetime).

Make saving a priority
Saving even a little money can really add up if
you do it consistently. Consider ways to free up
more money to save for retirement--by reducing
discretionary spending, for example. And, put
retirement ahead of competing goals, even
important goals like saving for your child's
education.

It's obvious, but the earlier
you retire, the less time
you'll have to save, and the
more years you'll be living
off your retirement savings.
For example, if you retire at
age 70 instead of age 65,
and save an additional
$22,000 per year at a
hypothetical 6% rate of
return, you can potentially
add $124,016 to your
retirement fund (and any
existing savings will have
five more years of potential
growth). (This is a
hypothetical example and
not intended to reflect the
actual performance of any
specific investment.
Earnings are pretax, and
may be subject to income
tax when distributed.)
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Remember "the talk" your parents initiated
(maybe) with you many years ago? Well, now
it's your turn to sit on the opposite side of the
table. If you're the adult child of aging parents,
it's important to open up a conversation about
their future needs and wishes. The best time to
do so is when your parents are relatively
healthy and active. Otherwise, you may find
yourself making critical decisions on their behalf
in the midst of a crisis--without a road map.

The reality, though, is that many adult children
would rather avoid such a discussion, because
it can create feelings of fear and loss on both
sides, and adult children want to avoid getting
too personal by asking about financial or other
matters. Here are some questions in the areas
of finances, health, living situation, and
memorial wishes that can help you start a
conversation.

Finances
• What institutions hold your assets? Ask your

parents to create a list of their bank,
brokerage, and retirement accounts, including
account numbers and online user names and
passwords, if applicable. You should also
know where to find their insurance policies
(life, home, auto, disability, long-term care),
Social Security cards, titles to their house and
vehicles, outstanding loan documents, and
past tax returns. If your parents have a
safe-deposit box or home safe, make sure
you can access the key or combination.

• Do you currently work with any financial,
legal, or tax advisors? If so, get a list of
names with contact information.

• How often do you meet with your financial
advisor? Do you think it would be helpful to
do so soon? Would you like me to come?

• Do you need help paying monthly bills or
reviewing items like credit card statements,
medical receipts, or property tax bills?

• Do you have a durable power of attorney? A
durable power of attorney is a legal document
that allows a named individual (such as an
adult child) to manage all aspects of a
parent's financial life if he or she becomes
disabled or incompetent.

• Do you have a will? If so, find out where it's
located and who is named as executor. If it's
more than five years old, your parents may
want to review it to make sure their current
wishes are represented. Ask if they have any
specific personal property disposition
requests that they want to discuss now (e.g.,
Aunt Agnes should get the china set).

• Are your beneficiary designations up-to-date?
Designated beneficiaries on insurance
policies, pensions, IRAs, and investments
trump any instructions in your parents' wills.

• Do you have an overall estate plan? A trust?
A living trust can help manage an estate
while your parents are still living.

Health
• What doctors do you currently see? Do they

have experience treating seniors? Are you
happy with the care you're getting? If your
parents begin to need multiple medical
specialists and/or home health services, you
might consider hiring a geriatric care
manager, especially if you don't live close by.

• What medications are you currently taking?
• What health insurance do you have? In

addition to Medicare, which kicks in at age
65, find out if your parents have or should
consider Medigap insurance--a private policy
that covers many costs and services not
covered by Medicare--and long-term care
insurance, which covers the need for
extended medical care.

• Do you have an advanced medical directive?
This document includes your parents' wishes
regarding life-support measures and the
name of the person who will communicate on
their behalf with health-care professionals. If
your parents do not want heroic life-saving
measures to be taken on their behalf, this
document is a must.

Living situation
• Do you plan to stay in your current home, or

have you thought about downsizing to a
condominium or townhouse?

• Is there anything I can do now to make your
home more comfortable? This might include
smaller projects like installing hand rails and
night lights in the bathroom to bigger projects
like moving the washing machine out of the
basement, installing a stair climber, or moving
a bedroom to the first floor.

• Do you employ certain people or companies
for home maintenance projects (i.e., heating
contractor, plumber, electrician, fall cleanup)?

Memorial wishes
• Do you want to be buried or cremated? Do

you have a burial plot picked out?
• Do you have any specific music or reading

requests, or other wishes for your memorial
service?

The best time to start a
conversation with your
parents about their future
needs and wishes is when
they are still relatively
healthy and active.
Otherwise, you may find
yourself making critical
decisions on their behalf in
the midst of a crisis--without
a road map.
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What is Aid and Attendance?
Aid and Attendance (A&A) is a
monthly benefit paid to
qualifying veterans and their
surviving spouses who need
the aid of another person to

help them with activities of routine daily living. It
is a benefit paid in addition to the monthly
veteran's pension. To be eligible, the honorably
discharged veteran or the surviving spouse
must:

• Need another person to assist with activities
of daily living, such as bathing, feeding,
dressing, or taking care of needs of nature; or

• Be disabled to the extent that he or she must
remain in bed apart from any prescribed
course of convalescence or treatment; or

• Be a patient in a nursing home or assisted
living facility due to mental or physical
incapacity; or

• Be blind

Eligibility for A&A is not dependent on a
service-connected disability; however, the
benefit may not be paid unless the claimant is
eligible for the veteran's pension, or in the case
of a surviving spouse, the veteran's death
pension.

The tax-free applicable monthly benefit amount
can be as much as $1,644 for a veteran,
$1,056 for a surviving spouse, and $1,949 for a
married veteran.

Housebound benefits are similar to A&A
benefits, although a claimant can't receive both
housebound and A&A benefits. To receive
housebound benefits, the claimant must be
eligible for pension benefits (VA death pension
for a surviving spouse) and benefits are paid in
addition to the monthly pension. Housebound
benefits are paid to a veteran (or surviving
spouse) who is 100% disabled due to a single
disability and, due to that disability, is confined
to his or her home or immediate premises, or if
not so confined, the claimant is 100% disabled
due to a single permanent disability and has
another disability or disabilities that are at least
60% disabling.

Determining eligibility for these benefits
depends on a number of factors. For more
information including how and where to apply
for these benefits, visit the United States
Department of Veterans Affairs website at
www.va.gov.

Am I eligible for a veteran's pension?
Honorably discharged
veterans who have limited
incomes and nonservice
related health problems may
be eligible for a pension from

the Department of Veterans Affairs.

To be eligible for this pension, you must be age
65 or older, or you must be permanently and
totally disabled; you must have limited income
and assets; and you must have served a
minimum of 90 days of active duty with at least
one day of active duty during wartime. If you
entered active duty after September 7, 1980,
you must have served at least 24 months, or
the full period for which you were called to
active duty.

Your countable income must be below an
annual pension limit set by law. This pension
limit is higher based on whether you have a
spouse and/or dependents. You can reduce
your countable income by deducting
unreimbursed medical expenses that exceed
5% of the appropriate annual pension limit.

While there's no stated limitation on your net
worth in order to qualify for pension benefits,
the VA states that net worth can't be excessive.
Generally, you may not be eligible for benefits if

your net worth is large enough to live on for a
reasonable period of time.

Your benefits are calculated by totaling all of
your countable income reduced by eligible
unreimbursed medical expenses. This figure is
subtracted from the appropriate annual pension
limit to determine your total annual pension,
which is then paid monthly. For example,
assume the appropriate annual pension limit is
$11,830; you have unreimbursed medical
expenses of $1,500 and countable annual
income of $8,500. Your countable income
($8,500) is reduced by your unreimbursed
medical expenses that exceed 5% of the
appropriate annual pension limit ($1,500 - $592
= $908). Your countable income ($8,500 - $908
= $7,592) is then subtracted from the
appropriate annual pension limit ($11,830 -
$7,592), resulting in an annual pension of
$4,238, or $353 per month. Your monthly
benefit may be increased if you're eligible for
Aid and Attendance or housebound benefits.
For additional information, visit the United
States Department of Veterans Affairs website
at www.va.gov.


