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Your Social Security (SS)
retirement benefit is one of the
few income sources that provides
an annual Cost-of-Living
Adjustment (COLA). During times
of elevated and rising inflation,
receiving a COLA helps to
maintain purchasing power. Most
corporate pensions do not offer a
COLA so the benefit amount is
the same each year and loses
purchasing power.

For 2022 the SS Administration
approved one of the largest
COLAs in decades at 5.9%. With
the higher inflation seen the first
half of this year, SS COLA for
2023 is currently predicted to
surpass the 2022 increase. SS
COLA not only helps retirees who
currently receive SS benefits, but
it also increases future benefits
for those of us who have not yet
started taking SS. Every SS
COLA has a lifelong impact and
every new COLA builds on top of
prior COLAs (a compounding
effect). Maximizing your SS
benefit can be a very important
part of your long-term financial
success. Please contact us with
any questions.

Until Next Time…

The SWA Team

For those who are healthy, the odds are in favor of a long retirement. And
because women live longer than men, on average, they may face higher
lifetime health care costs and greater risk of outliving their savings.

Source: Society of Actuaries, 2021
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Three Things to Consider Before Buying a Vacation Home
The arrival of the COVID-19 pandemic in 2020 led to a
surge in demand for vacation/second homes — mainly
spurred by government shutdowns and stay-at-home
advisories. Whether working remotely, attending
school online, or meeting up with friends and family
virtually, people found themselves spending more time
than ever at home.1 If you are thinking about buying a
vacation home, here are three things to consider
before taking the plunge.

Tax Benefits
The tax treatment of your home will depend largely on
how much time you (or a family member) use the
property for personal purposes relative to the amount
of time you rent it to others. If you plan to use the
home for your personal use only, or rent it to others for
fewer than 15 days per year, you can typically deduct
property taxes, qualified residence interest, and
casualty loss deductions. Rental income from a
second home under these circumstances is not
taxable and rental expenses are not deductible.

When you rent out your home for more than 15 days
during the year, and your personal use of the home
exceeds the greater of 14 days during the year or 10%
of the days rented, then the property is considered a
vacation home for tax purposes. You may deduct
property taxes, qualified residence interest, and
casualty loss deductions. However, rental expenses
must be divided between personal and rental use, and
deductible expenses are generally limited to the
amount of income generated by the property. In
addition, all rental income is reportable. Consider
seeking advice from an independent tax or legal
professional.

There are inherent risks associated with real estate
investments and the real estate industry, each of
which could have an adverse effect on the financial
performance and value of a real estate investment.
Some of these risks include: a deterioration in national,
regional, and local economies; tenant defaults; local
real estate conditions, such as an oversupply of, or a
reduction in demand for, rental space; property
mismanagement; changes in operating costs and
expenses, including increasing insurance costs,
energy prices, real estate taxes, and the costs of
compliance with laws, regulations, and government
policies. Real estate investments may not be
appropriate for all investors.

Affordability
Though there may be some financial benefits to
owning your own small piece of paradise (e.g., rental
income, increase in property value), you should only
purchase a vacation home if you crunched the
numbers and find that you can truly afford it. In
addition to a mortgage, you'll have to pay property
taxes and, depending on where the home is located, a

higher premium for hazard and liability insurance. The
amount of money you pay for electricity, heat, sewer,
water, phone, and other utilities will depend on how
frequently and how many people use/occupy the
vacation home. And unless your home comes
furnished, initially you will need to spend money on
furniture, bedding, and housewares to make sure that
your home is equipped and ready for use/occupancy.

You'll also have to spend money on keeping up the
home. Maintenance costs can include cleaning, yard
work, pool or spa maintenance, plowing, and both
major and minor repairs. If you're buying a condo or a
home that is part of a homeowners association, you'll
have to pay a monthly fee to cover
maintenance/upkeep. Finally, if you are plan to rent
out your vacation home, you may need to hire a
property management company that will help you
market, list, and maintain your rental property for a fee.

Share of Vacation Home Sales to Total
Existing Home Sales

Source: National Association of Realtors, 2021

Investment Potential
Is the property located near a highly sought-after
vacation destination? If so, it may turn out to be a good
investment. Popular vacation rentals tend to increase
in value over time, helping you build equity and
accumulate wealth. In addition, it could generate
enough rental income to help cover your mortgage and
property taxes throughout the year.

If you vacation often enough, owning a vacation home
could also end up saving you money in the long run.
Compare the cost of your annual mortgage payments
to what you normally pay for vacations during the year.
You may be surprised to find that the costs are similar.
Are you are planning for or nearing retirement? If so,
you could buy a vacation home with the goal of
eventually using it as your primary residence when you
retire.
1) National Association of Realtors, 2021
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Preparing for a Natural Disaster
Most areas in the United States are susceptible to
some form of natural disaster, whether it's a wildfire,
tornado, hurricane, earthquake, or flood. A severe
storm or other catastrophic event often strikes with
little warning, can result in costly damage to your
home, and puts your family's safety at risk. Being
prepared may help you make it through a natural
disaster safely.

Protect Your Home
Wherever you live, there are proactive steps you can
take to help protect your home from natural disasters:

• To help fend off storm damage, inspect and repair
roof shingles and flashing, clean your gutters and
downspouts so that water can flow freely away from
your home, trim overhanging tree limbs, and
consider investing in storm windows, doors, and
shutters.

• If you live in a fire zone, create a defensible
perimeter around the outside of your home, keep
roof surfaces and gutters free of flammable materials
such as pine needles, leaves, and branches, and
consider installing fire-resistant roofing and/or siding
material.

• If you live in an area that could experience a major
earthquake, retrofitting an older home (strengthening
the foundation with braces and bolts) might reduce
the amount of damage caused by severe shaking.

Have an Emergency Plan/Disaster Kit
A natural disaster can sometimes cause power
outages that last for days. It can also result in downed
power lines, fallen trees and/or flooding that make
roads impassable. Know evacuation routes and have
an emergency plan that identifies a safe place to meet
in the event that family members become separated.
Keep important addresses and phone numbers readily
accessible and identify a place where you can safely
stay for an extended period of time if necessary. In
addition, assemble a disaster kit with the following
items:

• Food/supplies. Stock up on several days' worth of
nonperishable food and bottled water. Store other
items that are specific to your family's needs, such as
infant formula, diapers, pet food, clothing, and
blankets.

• First aid/medicine. Be prepared for any possible
medical needs by having a first-aid kit. Also talk to
your doctor about obtaining an extra prescription for
important medications you take.

• Communication/safety items. Make sure your cell
phones are fully charged before the storm arrives.
Also gather additional safety items, such as matches,
flashlights, batteries, and an AM/FM radio.

• Important documents/valuables. Place important
documents, such as personal/financial/medical
records and any valuables in a secure location that is
easily accessible in case of an emergency.

U.S. Natural Catastrophe Losses, 2021 (in
millions)

Source: Insurance Information Institute, 2022

Review Your Insurance Coverage
Review all of your insurance policies (e.g.,
homeowners, renters, and auto) to make sure that you
have appropriate coverage for your property and
belongings. Your home and its contents should be
insured to their full replacement cost, including any
new additions, remodels, and furniture. To assist with
post-storm insurance claims, be sure to take
pictures/videos and make an inventory of your home
and valuables in case they are damaged or destroyed.

Keep in mind that certain types of damage (e.g., flood
and earthquake) may be excluded from a standard
homeowners policy, but separate coverage is often
available. Contact your insurance agent to determine if
you need to purchase additional insurance tailored to
the risk in your area.

Be Ready to File a Claim
If your home suffers severe damage from a natural
disaster, you'll need to file a claim with your insurance
company. To make the claims process easier, take
pictures to document the damage (both inside and
outside of your home) as soon as possible. While your
claim is being processed, take steps to prevent further
damage (e.g., putting a tarp on a damaged roof), since
the insurance company may not cover anything
beyond the initial damage to your property. Claims are
paid up to policy limits.

Otherwise, you may be eligible for immediate disaster
relief funds and special programs through the Federal
Emergency Management Agency (FEMA). Federal
disaster assistance is usually in the form of loans or
grants and is available only if the affected area is
declared a disaster area by FEMA and not covered by
insurance.
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Raising Money-Smart Teens

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.

As teens look forward to summer activities, especially
those that cost money, the next few months might
present an ideal opportunity to help them learn about
earning, spending, and saving. Here are a few
age-based tips.

Younger Teens
In recent years, apps have proliferated to help parents
teach tweens and teens basic money management
skills. Some money apps allow parents to provide an
allowance or pay their children for completing chores
by transferring money to companion debit cards. Many
offer education on the basics of investing. Others allow
children to choose from a selection of charities for
donations. Some even allow parents to track when and
where debit-card transactions are processed and block
specific retailers or types of businesses.

Most apps typically charge either a monthly or an
annual fee (although some offer limited services for
free), so it's best to shop around and check reviews.

Older Teens
Many teens get their first real-life work experience
during the summer months, presenting a variety of
teachable moments.

Review payroll deductions together. A quick review
can be an eye-opening education in deductions for
federal and state income taxes, and Social Security
and Medicare taxes.

Open checking and savings accounts. Many banks
allow teens to open a checking account with a parent
co-signer. Encouraging teens to have a portion of their
earnings automatically transferred to a companion
savings account helps them learn the importance of
"paying yourself first." They might even be encouraged
to write a small check or two to help cover the
expenses they help incur, such as Internet, cell phone,
food, gas, or auto insurance.

Consider opening a Roth account. A teen with
earned income could be eligible to contribute to a Roth
IRA set up by a parent — a great way to introduce the
concept of retirement saving. Because Roth
contributions are made on an after-tax basis, they can
be withdrawn at any time, for any reason.

Roth IRA earnings can be withdrawn free of taxes as
long as the distribution is "qualified"; that is, it occurs
after a five-year holding period and the account holder
reaches age 59½, dies, or becomes disabled.
Nonqualified earnings distributions are taxed as
ordinary income and subject to a 10% early-withdrawal
penalty; however, if the account is held for at least five
years, penalty-free distributions can be taken for a
first-time home purchase and to help pay for college
expenses, which may be helpful in young adulthood.
(Regular income taxes will still apply.)
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