
Strategic Wealth Advisors
The SWA Team
9375 E Shea Blvd, Ste 100
Scottsdale, AZ 85260
ph: 480.998.1798
fax: 480.522.1798
info@xpertadvice.com
www.Xpertadvice.com

September 2019
Key Estate Planning Documents

Social Security: Shoring Up America's
Safety Net

When should I file the FAFSA?

Have you checked your tax withholding
lately?

The SWA Newsletter
Do Millennials Need Life Insurance?

See disclaimer on final page

It’s time for an employee benefits review.
Those still working may want to evaluate their
choices for health, dental, disability, long-term
care and life insurance coverages . If
accounts such as a Flexible Spending
Account, Health Savings Account or
Dependent Care Reimbursement Account
exist, do you have a plan to contribute to or
utilize these accounts before the end of the
year? Are you on track to maximize
contributions to your retirement savings plan
for 2019? If you are 50 or older, have you
made Catch-Up contributions? Are you taking
advantage of an existing Employee Stock
Purchase Plan? For the highly compensated,
is there a Deferred Compensation plan
available to you? Other benefit plans such as
employee stock options, restricted stock, and
performance bonuses can be an important
part of your long-term financial security. Start
your review by obtaining a copy of your
summary of benefits. Feel free to contact
SWA and we will gladly assist you.

Until October...

The SWA Team

The financial challenges
millennials face can be
overwhelming. Many
young adults have to
figure out how to pay off
college loans, save to
buy a home or start a
family, and sock away
money for retirement.

Given these hurdles, it's no wonder that life
insurance as a financial asset gets little to no
attention. But it should. There are many
reasons to have life insurance at a relatively
young age, but here are some common ones.

Leaving your debts for others to pay
As a young adult, you become more
independent and self-sufficient. While you no
longer depend on others for your financial
well-being, your death might still create a
financial hardship for those you leave behind.

You may have debts such as a mortgage or
student loans that are jointly held with another
person. Or you may be paying your parents for
loans they took out (e.g., PLUS loans) to help
pay for your education. Your untimely death
would leave others responsible for some or all
of these debts. You might consider purchasing
enough life insurance to cover your financial
obligations so others don't have to.

Funeral expenses can also be a burden for
those you leave behind. Life insurance could
ease the financial burden of paying for your
uninsured medical bills (if any) and for costs
associated with your funeral and burial.

It's less expensive
Premiums for life insurance are based on many
factors, including age and health. Certainly, the
younger and presumably healthier you are, the
less your coverage will cost. This is especially
true if you are at a high risk for developing a
medical condition later in life.

Replacing lost income
Someone may be relying on your income for
financial support. For instance, you may be
providing for a family member such as a parent,
grandparent, or sibling. In each of these
instances, how would your income be replaced

if you died? The death benefit from life
insurance can help replace your income after
you're gone.

Providing for your family
As your family grows, so do your financial
responsibilities. There is likely a hefty mortgage
to pay. And there are costs associated with
young children. If you died without life
insurance, how would the mortgage get paid?
Could your surviving spouse or partner cover
the costs of day care and housekeeping?

And there are events you should plan for now
that won't happen until several years in the
future. Maybe you'll begin saving for your kids'
college education while trying to save as much
as you can for your retirement. Over the next
several decades, think about how much you
could set aside for these expenses. If you are
no longer around to make these contributions,
life insurance can help fund these future
accumulations.

Work coverage may not be enough
You may have a job with an employer that
sponsors group life insurance. Hopefully, you
take advantage of that program, but is it
enough coverage to meet your needs now and
in the future? Your insurance needs may
change with time, although your employer's
coverage may not. Also, most
employer-sponsored life insurance programs
are effective only while you remain an
employee. If you change jobs or are unable to
work due to illness or disability, you may lose
your employer's coverage. That's why it's a
good idea to consider buying your own life
insurance.

The cost and availability of life insurance
depend on factors such as age, health, and the
type and amount of insurance purchased. As
with most financial decisions, there are
expenses associated with the purchase of life
insurance. Policies commonly have mortality
and expense charges. In addition, if a policy is
surrendered prematurely, there may be
surrender charges and income tax implications.
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Key Estate Planning Documents
Estate planning is the process of managing and
preserving your assets while you are alive, and
conserving and controlling their distribution
after your death. There are four key estate
planning documents almost everyone should
have regardless of age, health, or wealth. They
are: a durable power of attorney, advance
medical directives, a will, and a letter of
instruction.

Durable power of attorney
Incapacity can happen to anyone at any time,
but your risk generally increases as you grow
older. You have to consider what would happen
if, for example, you were unable to make
decisions or conduct your own affairs. Failing to
plan may mean a court would have to appoint a
guardian, and the guardian might make
decisions that would be different from what you
would have wanted.

A durable power of attorney (DPOA) enables
you to authorize a family member or other
trusted individual to make financial decisions or
transact business on your behalf, even if you
become incapacitated. The designated
individual can do things like pay everyday
expenses, collect benefits, watch over your
investments, and file taxes.

There are two types of DPOAs: (1) an
immediate DPOA, which is effective at once
(this may be appropriate, for example, if you
face a serious operation or illness), and (2) a
springing DPOA, which is not effective unless
you become incapacitated.

Advance medical directives
Advance medical directives let others know
what forms of medical treatment you prefer and
enable you to designate someone to make
medical decisions for you in the event you can't
express your own wishes. If you don't have an
advance medical directive, health-care
providers could use unwanted treatments and
procedures to prolong your life at any cost.

There are three types of advance medical
directives. Each state allows only a certain type
(or types). You may find that one, two, or all
three types are necessary to carry out all of
your wishes for medical treatment.

• A living will is a document that specifies the
types of medical treatment you would want,
or not want, under particular circumstances.
In most states, a living will takes effect only
under certain circumstances, such as a
terminal illness or injury. Generally, one can
be used only to decline medical treatment

that "serves only to postpone the moment of
death."

• A health-care proxy lets one or more family
members or other trusted individuals make
medical decisions for you. You decide how
much power your representative will or won't
have.

• A do-not-resuscitate (DNR) order is a legal
form, signed by both you and your doctor,
that gives health-care professionals
permission to carry out your wishes.

Will
A will is quite often the cornerstone of an estate
plan. It is a formal, legal document that directs
how your property is to be distributed when you
die. If you don't leave a will, disbursements will
be made according to state law, which might
not be what you would want.

There are a couple of other important purposes
for a will. It allows you to name an executor to
carry out your wishes, as specified in the will,
and a guardian for your minor children.

The will should be written, signed by you, and
witnessed.

Most wills have to be probated. The will is filed
with the probate court. The executor collects
assets, pays debts and taxes owed, and
distributes any remaining property to the rightful
heirs. The rules vary from state to state, but in
some states smaller estates are exempt from
probate or qualify for an expedited process.

Letter of instruction
A letter of instruction is an informal, nonlegal
document that generally accompanies your will
and is used to express your personal thoughts
and directions regarding what is in the will (or
about other things, such as your burial wishes
or where to locate other documents). This can
be the most helpful document you leave for
your family members and your executor.

Unlike your will, a letter of instruction remains
private. Therefore, it is an opportunity to say the
things you would rather not make public.

A letter of instruction is not a substitute for a
will. Any directions you include in the letter are
only suggestions and are not binding. The
people to whom you address the letter may
follow or disregard any instructions.

Take steps now
Life is unpredictable. So take steps now, while
you can, to have the proper documents in place
to ensure that your wishes are carried out.

There are four key estate
planning documents almost
everyone should have
regardless of age, health, or
wealth: a durable power of
attorney, advance medical
directives, a will, and a letter
of instruction.
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Social Security: Shoring Up America's Safety Net
Ever since a legal secretary named Ida May
Fuller received the first Social Security
retirement check in 1940, Americans have been
counting on Social Security to provide much-
needed retirement income. For many older
Americans, Social Security is their main source
of guaranteed retirement income — income that
continues throughout their lifetimes and is
indexed for inflation every year (in 2019, the
cost-of-living adjustment, or COLA, was 2.8%).

Social Security provides more than just
retirement income, though. It also provides
disability and survivor insurance benefits. About
62 million people — more than one in six U.S.
residents — collected some type of Social
Security benefit in 2018, with approximately
80% of these recipients receiving Social
Security retirement or survivor benefits.1

How Social Security works
Social Security is a pay-as-you-go system,
which means that payments from current
workers (in the form of payroll taxes) fund
benefits for current beneficiaries. The payroll
tax rate for Social Security is 12.4%, with 6.2%
paid by the employee and 6.2% paid by the
employer (self-employed individuals pay the
entire 12.4%). These payroll taxes are
deposited into the Old-Age and Survivors
Insurance (OASI) trust fund (for retirement and
survivor benefits) and the Disability Insurance
(DI) trust fund (for disability payments).

Because of demographic and economic factors,
including higher retirement rates and lower birth
rates, there will be fewer workers per
beneficiary over the long term, worsening the
strain on the trust funds. This year, the trustees
of Social Security reported that the OASI trust
fund is projected to run out in 2034. After that,
payroll tax revenue alone would be sufficient to
pay 77% of scheduled benefits.

Ideas for reform
There has been little national consensus by
policymakers on how to deal with Social
Security's looming demographic challenges.
Meaningful reform will require broad bipartisan
support, and the trustees have urged Congress
to address Social Security's challenges sooner
rather than later, so that solutions will be less
drastic and can be implemented gradually,
lessening the impact on the public.

Some Social Security reform proposals on the
table include:

• Raising the current Social Security payroll tax
rate — according to the 2019 trustees report,
an immediate and permanent payroll tax
increase to 15.1% (up from the current
12.4%) would be necessary to address the

long-range revenue shortfall (16.05% if the
increase started in 2035)

• Raising or eliminating the ceiling on wages
currently subject to Social Security payroll
taxes ($132,900 in 2019)

• Raising the full retirement age beyond the
currently scheduled age of 67 (for anyone
born in 1960 or later)

• Reducing future benefits — to address the
long-term revenue shortfall, the trustees have
noted that scheduled benefits would have to
be immediately and permanently reduced by
about 17% for all current and future
beneficiaries, or by approximately 20% if
reductions were applied only to those who
initially become eligible for benefits in 2019 or
later

• Changing the formula that is used to calculate
benefits

• Changing the formula that is used to calculate
the annual cost-of-living adjustment for
benefits

Understand your retirement benefits
The amount you'll receive from Social Security
is based on the number of years you've worked,
the amount you've earned over your lifetime,
and the age when you file for benefits. Your
benefit is calculated using a formula that takes
into account your 35 highest earnings years,
but you don't need to work for that long to
qualify for retirement benefits. Generally, you
need to have earned a minimum of 40 work
credits, which is about 10 years of work in a job
covered by Social Security. If you haven't
worked long enough to qualify on your own, you
may qualify for spousal benefits based on your
spouse's work record. A spousal benefit
claimed at your full retirement age is generally
equal to 50% of the primary worker's full
benefit.

You can get an estimate of your future Social
Security retirement benefits by visiting the
Social Security website at ssa.gov and using
the Retirement Estimator tool or by viewing
your Social Security Statement. Your
personalized statement contains a detailed
record of your earnings history, as well as
estimates of the retirement, survivor, and
disability benefits you can expect at different
ages. To view your statement online, you'll first
need to register. If you haven't registered
online, you'll receive your Social Security
Statement in the mail every year if you are age
60 or older and not yet receiving benefits.
1 Top Ten Facts About Social Security, Center on
Budget and Policy Priorities, August 14, 2018

Future projections

In 2019, the trustees of Social
Security reported that the
Old-Age and Survivors
Insurance (OASI) trust fund is
projected to run out in 2034. At
that time, payroll tax revenue
alone would be sufficient to pay
77% of scheduled benefits.
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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.

Have you checked your tax withholding lately?
If you were unpleasantly
surprised by the amount of tax
you owed or the amount of
your tax refund when you filed
your 2018 tax return, it may be

time to check your withholding.

It may also be time if there are changes in your
life or financial situation that affect your tax
liability. For example, have you recently
married, divorced, had a child, purchased a
new home, changed jobs, or had a change in
the amount of your taxable income not subject
to withholding (e.g., capital gains)?

You can generally change the amount of
federal tax you have withheld from your
paycheck by giving a new Form W-4 to your
employer. You can use a number of worksheets
for the Form W-4 or the IRS Withholding
Calculator (available at irs.gov ) to help you
plan your tax withholding strategy.

If changes reduce the number of allowances
you are permitted to claim or your marital status
changes from married to single, you must give
your employer a new Form W-4 within 10 days.
You can generally submit a new Form W-4
whenever you wish to change your withholding
allowances for any other reason.

In general, you can claim various withholding
allowances on the Form W-4 based on your tax
filing status and the tax credits, itemized
deductions (or any additional standard
deduction for age or blindness), and
adjustments to income that you expect to claim.
You might increase the tax withheld or claim
fewer allowances if you have a large amount of
nonwage income. (If you have a significant
amount of nonwage income, you might also
consider making estimated tax payments using
IRS Form 1040-ES.) The amount withheld can
also be adjusted to reflect that you have more
than one job at a time and whether you and
your spouse both work. You might reduce the
amount of tax withheld by increasing the
amount of allowances you claim (to the extent
permissible) on the Form W-4.

You can claim exemption from withholding for
the current year if: (1) for the prior year, you
were entitled to a refund of all federal income
tax withheld because you had no tax liability;
and (2) for the current year, you expect a
refund of all federal income tax withheld
because you expect to have no tax liability.

When should I file the FAFSA?
The FAFSA, which stands for
Free Application for Federal
Student Aid, is the federal
government's financial aid
application. The FAFSA is a

prerequisite for federal student loans, grants,
and work-study. In addition, colleges typically
require the FAFSA before distributing their own
need-based aid and, in some cases,
merit-based aid.

For the 2020-2021 school year, the FAFSA can
be filed as early as October 1, 2019. Whether
you have a senior in high school or a returning
college student, it's a good idea to file the
FAFSA as early as possible to increase your
child's chances of getting financial aid, because
some aid programs operate on a first-come,
first-served basis. (For high school seniors who
haven't yet been accepted at a particular
college, you can list all the schools your child
has applied to on the form.)

The 2020-2021 FAFSA relies on your family's
current asset information and two-year-old
income information from your 2018 tax return.
The form is available online at fafsa.ed.gov.

In order to file the form, you'll need to create an
FSA ID if you haven't done so already (be sure
to follow the online instructions). You can save
time and minimize errors on the FAFSA by
using the built-in IRS Data Retrieval Tool, which
electronically imports your tax data.

Even if you don't expect your child to qualify for
need-based aid, you still might consider
submitting the FAFSA. All students attending
college at least half-time are eligible for federal
unsubsidized Direct Loans regardless of
financial need. So if you want your child to take
out a loan (or your child needs to do so), you'll
need to file the FAFSA. (Unsubsidized Direct
Loan amounts are capped each year: $5,500
freshman year, $6,500 sophomore year, and
$7,500 junior and senior years.)

Keep in mind that you'll need to resubmit the
FAFSA each year that you want your child to be
considered for aid. Fortunately, renewal
FAFSAs take less time to complete.
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