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In most states your child legally
becomes an adult at age 18. As a
parent or guardian, there are
several important issues to
address. Your adult child will
need a general durable power of
attorney, healthcare power of
attorney and HIPAA Release
form to allow you, or a trusted
individual, to help them with their
finances and healthcare
decisions should the need arise.
He or she can register to vote
and your son needs to register for
Selective Service. Establishing a
checking account and credit card
might be beneficial to pay bills,
deposit paychecks, build credit
and develop financial
responsibility. For new adults
who are incapacitated, disabled
or have special needs, there are
more complicated issues to
address such as Guardianships,
Conservatorships and
Government benefits. Call The
SWA Team if you have questions
or need a referral to an estate
planning attorney.

Until Next Time...

The SWA Team

A 2021 Gallup poll found that only 46% of U.S. adults have a will — similar to
the results of other Gallup polls over the last 30 years. It's not surprising that
older people are more likely to have a will, as are people with higher incomes.

Regardless of age or income, having a will is an essential step to pass your
assets to your heirs with clarity and confidence. A will enables you to distribute
your property, name an executor for your estate, and appoint a guardian for
minor children. Various software programs may help you create a will, but it is
generally better to consult an attorney who is familiar with the laws of your
state.

Source: Gallup, 2021
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Pooled Income Fund: A Charitable Gift That Provides Income to You

A pooled income fund is a trust with both charitable
and noncharitable beneficiaries. It is established and
run by a public charity, not by you. The charity "pools"
the irrevocable contributions of many people, invests
the money, and then distributes to you (or your
designated beneficiary) a periodic income payment
(usually quarterly or annually) for life, prorated to
match your contribution to the fund. When you die or
your designated beneficiary dies, your remaining share
in the fund passes to the charity.

Charitable Deduction
If you itemize deductions, you receive an immediate
federal income tax charitable deduction for the present
value of the remainder interest that will pass to charity.
Your deduction is limited to 50% or 30% of your
adjusted gross income (AGI), depending on the type of
property contributed. Amounts disallowed because of
the AGI limitations can be carried over for up to five
years, subject to the AGI limitations in the carryover
years. The transfer of the remainder interest to charity
would also qualify for the federal gift tax or estate tax
charitable deduction.

The amount of the income tax deduction is generally
based on the fair market value of the property
contributed to the pooled income fund, the beneficiary
or beneficiaries' age(s), and the fund's highest rate of
return in the last three taxable years.

Noncharitable Income Interest
Trust payments can last for the life or lives of one or
more noncharitable beneficiaries. For example, you
could name yourself, yourself and your spouse, or
even someone else as the noncharitable beneficiary.

If you retain a noncharitable interest, the pooled
income fund interest will be included in your gross
estate for federal estate tax purposes. If your spouse
receives the noncharitable interest as your survivor,
that interest should qualify for the estate tax marital
deduction (and the balance should qualify for the
estate tax charitable deduction).

If you transfer a noncharitable interest to someone
else while you are alive, you may have made a gift or
generation-skipping transfer (GST) to that person of
the income interest. (A GST is a transfer to a person
two or more generations younger than you.) A portion
of the gift may qualify for the annual gift tax exclusion,
but not for the GST tax annual exclusion. A transfer to
your spouse would generally qualify for the gift tax
marital deduction. You may also have a federal gift
and estate tax applicable exclusion amount or a GST
tax exemption to shelter any transfer from tax.

Donors generally have limited choices in investment
strategy. The amount of income received by the
noncharitable beneficiary is not guaranteed; it may
increase or decrease depending on the performance

of the fund. If the investments in the fund perform
poorly and the actual income earned by the fund
declines, the charity is prohibited from invading the
principal to increase the payment to the noncharitable
beneficiary.

Income distributed to the noncharitable beneficiary is
usually taxable at ordinary income tax rates. It may
also be subject to the 3.8% net investment income tax.

Other Considerations
One of the biggest advantages of choosing a pooled
income fund over a charitable remainder unitrust or
charitable remainder annuity trust is that you avoid the
hassle and cost of establishing your own trust. Another
advantage is that if the property you are donating to
charity is relatively small, a pooled income fund makes
the most of your assets by commingling them with the
property of others. The fund can then use the
increased assets to diversify among investments, thus
helping reduce your investment risk. Also, the large
size of the fund (compared to your own charitable
trust) may translate into lower operating costs and
more experienced management. By contrast, it may
not be economically feasible for you to establish a
charitable trust with a small investment. Even if you
do, it may be impossible for the trustee to spread this
money over a variety of investments. (Diversification
does not guarantee a profit or protect against
investment loss.)

In general, you can donate any type of property to a
pooled income fund that the charity is willing to accept.
A noncash donation will generally cause the 30% AGI
limitation to apply to your charitable deduction. A fund
cannot accept or hold tax-exempt securities.

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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How Much Life Insurance Do You Need?
Throughout your life, your financial needs will change
and life insurance can help you meet some of those
needs. But how much life insurance do you need?
There are a number of approaches to help determine
how much life insurance you should have. Here are
three of those methods.

Family Needs Approach
With this approach, you divide your family's financial
needs into three main categories:

• Immediate needs at death, such as cash needed for
estate taxes and settlement costs, credit-card and
other debts including a mortgage (unless you choose
to include mortgage payments as part of ongoing
family expenses), and an emergency fund for
unexpected costs

• Ongoing income needs for expenses such as food,
clothing, shelter, and transportation, which will vary
in amount and duration, depending on a number of
factors, such as your spouse's age, your children's
ages, your surviving spouse's income, your debt, and
whether you'll provide funds for your surviving
spouse's retirement

• Special funding needs, such as college, charitable
bequests, funding a buy/sell agreement, or business
succession planning

Once you determine the total amount of your family's
financial needs, subtract that total from the available
assets your family could use to help defray some or all
of these expenses. The difference, if any, represents
an amount that the life insurance proceeds, and the
income from future investment of those proceeds,
might cover.

Income Replacement Calculation
This method is based on the premise that family
income earners should buy enough life insurance to
replace the loss of income due to an untimely death.
Under this approach, the amount of life insurance you
should consider is based on the value of the income
that you can expect to earn during your lifetime, taking
into account such factors as inflation and anticipated
salary increases, as well as the interest that the
lump-sum life insurance proceeds may generate.

Estate Preservation and Liquidity Needs
Approach
This method attempts to calculate the amount of life
insurance needed to settle your estate. Settlement
costs may include estate taxes and funeral, legal, and
accounting expenses. The goal is to preserve the
value of your estate at the level prior to your death and
to avoid an unwanted sale of assets to pay for any of
these estate settlement expenses. This approach

takes into consideration the amount of life insurance
you may want in order to maintain the current value of
your estate for your family, while providing the cash
needed to cover death expenses and taxes.

Unfortunately, many people underestimate their life
insurance needs. Often, the purchase of life insurance
is based solely on its cost instead of the benefit it
might provide. By the same token, it's possible to have
more life insurance than you need. September is Life
Insurance Awareness Month, a good time to review
your life insurance to help ensure that it matches your
current and projected needs.

The cost and availability of life insurance depend on
factors such as age, health, and the type and amount
of insurance purchased. Before implementing a
strategy involving life insurance, it would be prudent to
make sure that you are insurable. As with most
financial decisions, there are expenses associated
with the purchase of life insurance. Policies commonly
have mortality and expense charges. Any guarantees
are contingent on the financial strength and
claims-paying ability of the issuing insurance
company. Optional benefits are available for an
additional cost and are subject to contractual terms,
conditions, and limitations.

Interest in Life Insurance Stays Strong

Source: 2022 Insurance Barometer Study, Life Happens and LIMRA
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The Potential Benefits of Roth IRAs for Children

Prepared by Broadridge Investor Communication Solutions, Inc. Copyright 2022

IMPORTANT DISCLOSURES

The information presented here is not specific to any individual's personal circumstances.

To the extent that this material concerns tax matters, it is not intended or written to be used, and cannot be used, by a taxpayer for the
purpose of avoiding penalties that may be imposed by law. Each taxpayer should seek independent advice from a tax professional based
on his or her individual circumstances.

These materials are provided for general information and educational purposes based upon publicly available information from sources
believed to be reliable—we cannot assure the accuracy or completeness of these materials. The information in these materials may change
at any time and without notice.

Most teenagers probably aren't thinking about saving
for retirement, buying a home, or even paying for
college when they start their first jobs. Yet a first job
can present an ideal opportunity to explain how a Roth
IRA can become a valuable savings tool in the pursuit
of future goals.

Rules of the Roth
Minors can contribute to a Roth IRA as long as they
have earned income and a parent (or other adult)
opens a custodial account in the child's name.
Contributions to a Roth IRA are made on an after-tax
basis, which means they can be withdrawn at any
time, for any reason, free of taxes and penalties.
Earnings grow tax-free, although nonqualified
withdrawals of earnings are generally taxed as
ordinary income and may incur a 10% early-withdrawal
penalty.

A withdrawal is considered qualified if the account is
held for at least five years and the distribution is made
after age 59½, as a result of the account owner's
disability or death, or to purchase a first home (up to a
$10,000 lifetime limit). Penalty-free early withdrawals
can also be used to pay for qualified higher-education
expenses; however, regular income taxes will apply.

In 2022, the Roth IRA contribution limit for those under
age 50 is the lesser of $6,000 or 100% of earned
income. In other words, if a teenager earns $1,500 this
year, his or her annual contribution limit would be

$1,500. Other individuals may also contribute directly
to a teen's Roth IRA, but the total value of all
contributions may not exceed the child's annual
earnings or $6,000 (in 2022), whichever is lower. (Note
that contributions from others will count against the
annual gift tax exclusion amount.)

Lessons for Life
When you open a Roth IRA for a minor, you're giving
more than just an investment account; you're offering
an opportunity to learn about important concepts that
could provide a lifetime of financial benefits. For
example, you can help explain the different types of
investments, the power of compounding, and the
benefits of tax-deferred investing. If you don't feel
comfortable explaining such topics, ask your financial
professional for suggestions.

The young people in your life will thank you — sooner or
later.

For questions about laws governing custodial Roth
IRAs, consult your tax or legal professional. There is
no assurance that working with a financial professional
will improve investment results.
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