
Senior Fraud:  It’s A Growing Problem

Being a member of the Sandwich Generation is always
challenging.  I know, I’m part of it as well.  There are the
responsibilities of our own children (and looming college costs),
our careers, and now we may be responsible for aging parents as
well.  We worry about the risks to their health, their finances, their
mental state.  We are constantly juggling the important over the
urgent.  One important risk that may become urgent is
recognizing how easily they can become victims of financial
senior fraud.

Senior fraud “Is a serious and growing threat,” said David
Bowdich, acting deputy director of the FBI.  In 2018, a national
FBI sweep of a variety of scams succeeded in arresting over 200
criminals and turned up financial losses among elderly victims of
more than $600 million dollars.*

This may be the wealthiest generation of retirees in our nation’s
history and the crooks know it and are taking advantage of it.
 According to a report by CNBC the total amount of dollars lost to
fraud is $36 billion and growing. Sadly the thieves are not always
strangers.  Unfortunately, it is also true that most elder fraud
occurs through a family member or trusted friend**

And it is not always about cognitive decline.  There may be a
number of reasons older Americans are such prey.  Because of
the fact that families may live hundreds, if not thousands of miles
apart, isolation and loneliness  often play a factor in the success
of a scam.

Even if families live close by, they may miss the signs of
diminished capacity in a formerly highly competent parent.  I
know I did.  It was my mother’s CPA who pointed out some
irregularities in my mother’s behavior.  Please read
the interview with Gwen Adams, my late mother’s CPA, for
more information on what to look for and how to help
prevent elder fraud.

At the Potter Financial Group, through professional and personal
experience, we are aware of many of the signs that point to
something not quite “right” with our elderly clients.  We have put
policies and procedures in place for our firm that allows us to help
our clients and their adult children make this time easier. (See
Box below)

Please make sure that you have the paperwork in place with us,
so we can notify you about any issues we may see with your
elderly loved ones.  We have many ways to advise and help your
family through a difficult time.  

 

fbi.gov, “Elder Fraud”; February 2018

* cnbc.com, Personal Finance; $36 Billion Might Be Low Estimate
for This Growing Fraud

  

Gwen Adams is a CPA who is also a member of the Sandwich
Generation.  Besides being a partner in the firm of Linton &
Associates, PA, she is also a mother, grandmother and caregiver
for her elderly parents.  From both a professional and personal
standpoint she understands parenting your parents.  

Family circumstances dictated that Gwen and her sister move her
parents from Virginia to be near them in North Carolina.  They
remained in a home of their own with Gwen and her sister in turn
assuming responsibility as their situations evolved.

Warning Signs

Gwen began to notice signs that all was not well.  Among other
things, her mother began to mix up checks for the cleaning
person and the home health care aid. When she realized her
mother was no longer really cooking but barely fixing things to eat,
 Gwen and her sister decided their parents should live with Gwen.

It can be hard to spot the warning signs.  Adult children
who live far from parents may not be privy to changes.  Phone
calls, even daily ones are often not enough.  For those who live
close by, important signs can be missed either because a
parent’s routines are so familiar or because it is too painful to
acknowledge that parents may not be who they used to be.  

As a CPA who has clients who are aging, she is uniquely
placed to see the signs of diminished capacity in
someone. “Someone in my position is well placed to notice
something is wrong,” Gwen says. “I really know my clients habits
and how we interact.  In fact, it was Gwen who alerted Chip Roe
to his mother’s declining cognizance when she began missing
meetings.  Even though he visited constantly, her ease in familiar
surroundings caused Chip to miss certain signs.  Other red flags
for Gwen:

• Missing appointments with her

• Forgetting to pay estimated taxes

• When Gwen calls and they can’t quite remember her

• If they are acting differently i.e. more secretive

Gwen urges adult children to become acquainted with their
parents’ financial advisors, CPA and attorney. According to
Gwen, “If I can contact a family member about my concerns, we
can head off a larger problem. It is vital that adult children and
parents speak to one another and put procedures in place that will
avoid costly mistakes including fraud.”

Protecting against fraud

Gwen cautions, “Loneliness and isolation are a huge factor in a
successful fraud.  The person who calls on the phone to ‘sell
magazines’ knows this. They count on their phone call to be a
break in the day and can easily win a person’s confidence
and elicit Social Security, bank account and credit card
numbers.Even someone who is still mentally competent can be
taken advantage of if they are lonely or isolated.”

As a precaution, during meetings, Gwen often asks if all
beneficiaries and wills are up-to-date; she also makes sure she
has the appropriate family contact information.

Gwen's advice for families, especially adult children of aging
parents:

• Have a family meeting, decide which members are going to be
responsible for finances, health care, etc. It’s important to work as
a family team.

• If an adult child is able to monitor account activity (not
necessarily manage just monitor) problems can be spotted quickly
and corrected. Sign a “trusted contact form”.

• Get financial power of attorney before you may need it.

• Put your name on the checking account(s).  That way you know
who is being paid and for what.

• Get a feel for what is important to your parent – for example to
what charities do they want to continue to contribute.

• Make sure you know your parents’ financial advisor, attorney
and CPA and that they know you.

For Gwen, caregiving is a privilege, she is glad that her children
and grandchildren can incorporate her parents into their lives.
 Her father took care of his parents and she is grateful to be able
to do the same for hers.  Based on her professional and personal
experience, she is pleased she can help her clients and their
families navigate a difficult time.

Qualified Charitable Distributions

When giving is better than receiving

Since 1917, receiving a tax deduction for charitable gifts has
been a cornerstone of American philanthropy.  Before 2018, if
you had $12,000 in total deductions to itemize, you could deduct
(within limits) a charitable donation.

The Problem:

Fast forward 100 years to the recent tax reform act of 2017,
which made charitable deductions out of reach for many people.
 Under the new 2017 tax law a married couple over the age of 65
would need to first have over $27,400 in itemized deductions
before they could deduct the first dollar donated to charity.  

The Solution:

The Qualified Charitable Deduction (QCD)

With the QCD, if this same couple had a traditional IRA and the
owner was over the age of 70½, they could get a similar tax
benefit by giving money to the charity directly from their IRA.
 There is no taxable income to report and there is no requirement
to itemize.  

For those who can’t itemize, the QCD saves taxes by not having to
report an IRA withdrawal as income when making a direct gift to a
charity.  This strategy “bypasses” the 1040 tax return, which may
be beneficial by not increasing adjusted gross income (AGI).  An
increased AGI can trigger additional social security taxes and
Medicare premium increases.

The QCD Rules:

• You are age 70 ½ or older and the owner of a traditional IRA

• Limited to a maximum of $100,000 per person annually

• Checks must be sent directly from the IRA to the charity

• Can be used to satisfy all or a portion of the IRA required
minimum distribution

• Charity must be a qualified 501(c)(3) organizations

Remember, always consult a tax professional before taking action.

Those of us who are or who have been caregivers know the toll it
takes on our mental and physical health.  There is a great deal of
research showing that individuals who provide care to parents or
other family members are themselves at risk for developing
emotional and physical issues.* It is vitally important that we take
care of ourselves as well.  I know this from personal experience.  I
also know it isn’t always easy, but it is always necessary.  

One very simple way to take care of yourself is walking.  It’s easy
to slip into your schedule, all you need is good pair of sneakers,
plus it’s free! The benefits of walking are numerous.  According to
the Mayo Clinic Health Blog,** thirty minutes of brisk walking, five
to six times a week can:

• Enhance and elevate your mood

• Lower blood pressure

• Prevent heart disease

• Help maintain a healthy weight

• Strengthen bones and muscles

• Improve balance and coordination

Just slip on your sneakers and slip out the door for some fresh
air.  I’m a believer in the airline safety rule, “Make sure your
oxygen mask is on before you help others.”  Let walking be your
oxygen mask.  

* www.caregiver.org/caregiver-health

** http://www.mayoclinic.org/healthy-lifestyle/fitness/in-
depth/walking/art-20046261
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