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Is It Time to Update Your Will?
Preparing a will is the best way to

be certain your property is distrib- |
uted according to your wishes, but |

keeping that will up-to-date is
essential. You should review your

will periodically, especially when :
there are changes to personal cir- |
cumstances, your financial situa- |

tion, or the tax laws. Here are some

situations that should trigger an . ——
! IRS Eases Burden on Certain

immediate review of vour will:

* Marriage, divorce, or remarriage. These

life events can have a major impact on
financial planning documents. For exams-

pbe, i & wikhow or widower remarrles, it &5 ¢

Impoptant that the will is updated to show

how the children from the previous mar-
riage and the new spouse showld be pro-

widedd for

s A new heir. Updating a will is especially

important when vou have a child,

because your will allows vou to name 3
guardian ko care for your child in the |
event that something happens to both |
you and your spowse. I you don’t name '
a puardian for vour child, the cowrts will

appaint one
= Death of someone named in the will
The death of & named executor, guardian,

beneflciary, or trustee signals & necd to ¢
miake chamges to those provisions in your |

will.
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Did You Know?

Around the 10th cemturng,
Halian bankers began con-
ducting their business in
big open areas, each
banker working from his
owmn banch or table.
“Bamca,” the Makian word
for bench, has sinee boen
altered slightly to give us
the word “bank.”

-

i * Substantisl increase or decrease in el

worth. If you get a large personal injury
seftlement, o reswive 4 lamge inheritance
or other unexpected windfall, additionl
tax plannming might be necessary 40 ming-
mize the tax bill on your estate. On the
other hand, a significant decling in vour
financial assets might dictate altering
your specific bequests or making other
modifications.

. * Relocathon to another state, If you relo-

cate, you should have an amtorrey in the
state of your new meskdence review your
will. This i especially Important If you
move e of [Fom a community property
state. Although all states recognize a will
that was properly created in another
state, there say be nuances that need 1w
be adidressed.
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= Tax law changes. Updating yousr
will allosws yvou to take advantage of
recent developments and new tech-
nigques in estate planning, With the
estate tax exemption scheduled to
change a numbser of times between
now and 2011, and the prospect of
future changes, s more importamnt
than ever to review vour will on a
regular basis,

* Chanyges to your intentions,
Whether vou want o add 3 new
beneficiary or charitable donation,
or you've had second thoughts
aboat your executor or the gaandian

Help for High Medical
Insurance Deductibles

“HEA" is the newest acronym in health
insurance savings, The Health Savings
Account, created by the 2003 Medicare
Prescription Dhnag, Improvement and
Modernization Act, B a2 fax-favored
savings plan that can be used to pay
for gualified medical expenses. Here
are some answers to gueestions that will
help vou determine i you can benefit
fraarn an HSA

Wha is eligible to open am HSAT

Effective famuary 1, 2004, anyone whe
is corvereol I:}' i Illgjlqlrdui.'tlm Fuealthy
Insurance podicy and ks not eligible fos
Medicare can open an H8A. To qualify,
you canned be claimed as a dependent
'|:|:r' anodher Jrersan. A |:'|.'Igh.-rJ.$|:|1.1L|.i|;|l:
plan is defined as one with an annual
deductible of at least $1,000 for indi-
vidual covernge amad at least 52,000 for
Eamily coverage. In general, the high-
deductible policy must be your only
health Insurance, although there are
exceptions if you participate in certadn
flexibde or reimbursement amange-
ments [see bebow) or i vou have a
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of yonar children, be sure o mphe-
ment these changes on a timely
basis. I vour revised intentions do
not make It into print, they will
have no legal effect.

How to change your will

You can't just make changes on your
will. While every change dossn't necessi-
tate redmfting. marking vour will up
imvalidates it completely. In the past,
changes were made by creating an
arnerichment called a "eodicil,” which, to
be valid, has 1o be signed and witnessed
ke a will A codicl] supplerments youir
will andl can modify, further explain, or
add to, defete, or amend provisions in

qualifying separate plan bor prescrip-
thon drug bemefits.

How do HSAs work?
HSAs allow vou and vour emplover to
make contributions each vear that can
be used to pay for qualified health
expenses for yvow, yvour spouse, amd
dependdents

The money you contribute bo an
H5A 15 tax-deductible up to the
amount of the policy deductible, even
if Wi o't itemize. Mext, the irvberest
and investment carnings are not Aax-
able, so the money In your HSA grows
tax-free. Fimally, you can take tax-free
distributions to pay for qualified
e bcal EXPrEes,

How much can | contribute to an HSA?
The anmual deposit limit is egqual o
the amount of the heslth insurance
deductible. (HSA owners bom before
1950 an contribute an additbonal
5000 ) The tax write-off cannot exceed
$2.600 for individuals and £5,150 for
families. Contributions must be made
im cash, mot with stocks or other prop-
erty and, like [RAs, contributions may
b prisde I;I]rr_r:,l.gh |||.'|:|ril 15 for the jrre-
Wious tax yeat,

the exiding document, However, in the
age of word processing, it is much better
1o redraft, sign, and witness 8 new will,

Keep it safe and currant

Omnee you have signed your will, keep
it in a sbfe plece, such as a safe deposit
box, and e sure that your family
members know where o find it You
shiould keep a duplicate unsigned copy
handy and review i periodically to see
if any changes are needed.

Reviewting your will is an impsrtant
part of the etate planning prooes,
and a process that will ensure that it s
in alignment with your finandcial and
estate planning ofjectives,

What expenses are qualified?

H5As can be wsed to cover [RS-
approved medical expenses mot oo
enxd by insurande, incuding doctor
visits, prescription drugs, over-the-
counter remedies, and long-term cane
insurance. Funds can abso be wsed to
pay for the health insurance
detuctibde, COBRA benefits, health
insurance premiums you pay while
you are unemployed, and for Medicare
premiums in certain situations,

Tos dieter the wse of HEAS for non-
medical purposes, funds  withdrawn
before age 65 for nonmedical purposes
are subject to a 10 percent penalty, as
well as taxes on the amount with-
clravirt, TH.I-!|h:|-'t:r:. whe ane age s ur
over are exempt from the penalty, but
must pay taxes on amounts not used
for medical purposes

Are there special rules for preventive-
type medical expenses?

To qualify for an HSA, you must hawve
meslical insuranoe with 2 high anmaal
deductible. However, even these high-
deductible  plans  may have no
deductible for preventive-type expenses,
such as r.rEri.::'u'J.it' EEAMA, Fmunizations,
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ar certain screening  services, Eardier
this wear, the 1HS 'i':lll'!'l.'i.ﬁl:'tt that Yo
may still establish an HSA even i the
plan has no annual deductible for pre-
ventive-type expenses,

If | participate in my employers flexi-
ble health spending account (FSA] and
health reimbursement arrangement
[HRA], am | still eligible?

The gemenal rule to qualify for an H5A
is that the high-deductible insurance

Midyear Tax Checkup

Yima've filed your tax return, and now
pou're ready to Rick back and forget
ahout taxes fof a while, Not 3o
fast—tax savings requires more tham a
year-end scrambde to defer income and
acCelerate expenses, The most effective
way 1o lovwver your tax bill i to treat b
planning nmot as an annual event but
rather as a year-round process. Here are
s skrategies that will help vou keep
mone af whal you eam.

Start with your recently filed return
The best tax planning begins with an

examination of where you stand right
now. Did vou end up writing & large |

check to Uncle Sam that included an
underpayment penalty? Or did you
receive a lange refund check? Each of
these scemarios pepresenis & ax-plan-
ning opportunity.

If you're concorned that you'll
owe maore taxes this year, adjust the
number of allowances on your W4 or
pay more n estimated taxes. To rectify
an overpavment situation, consider
increasing the mumber of allowances
claimeed. By making these comrections
eafly in the year you get the full bene-
fit of the adjustment.

Make retirement planning a priority

Arrange to make retirement plan con-
tributions early in the wear Wou can
make your X4 [RA contribution as
late as April 15, 2005, For Simplified
Emiployes Pension (5EF) plans or
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sl be vour only health coverage.
However, under Revenue Ruling 2004-
45, wou may be ehgible If you are
coversd undder certain restrictive Fiag
or HEAS, such as limited rerpose FRAS
amd HiAs that restrict seimburserment
to certaln permitted benefits such as
vision, dental, or preventive care bene-
fits. There are other unusual siteations
which may also allow you o partici-
pate In both tvpes of plans,

Should | open an HSA?

If v have a medical nsumnce plan

Eeoghs, you have untl April 15, 20405,
or your tax-extension doe date. But
why wait? The sooner you set aside the
funds, the more you will maximize the
benefits received from the tax-defernsd
::':_nllrulu:'rd':nE of investinent metufns
with retirernent plans. And If you're
nit funding vouwr 401(k) plan at work
to the maximum, take some time now

[T4] ﬁE“n'" ot loe YT G CUE e
g Al Increase your comtributions.

Plan your charitable giving

Creating a charitable glving plan in
acdvance provides you with the oppor-
Iunit:r' 1o make tax-wise contributions.
For example, if you have held secur-
ties for over a year and they have
increased in waloe, comsider giving
those to charity, When you contribute
appreciated property that vou hawve
held over a vear, you not only can
deduct the property’s full appreciated

)

with & high annual deductible, you
shvould consider the pros and cons ol
an H5A. Whether an H5A will work for
vou depends on a number of factors,
including the amount of vour other
medical expenses and your adjusted
gross income, among others. Inaddi-
tian, if you have any other type of
health care imswrance or reimbuorse-
Mment arrangement, it may be especial-
by difficult to navigate the rules. Please
call us to discuss whether an HSA can
Frelp you ease the pain of high medical
insurance Seductibdes,

value, but vou also avodd paying capi-
tal gains tax on the profit.

Maximize deductions

Certain  deductions, such as medical
expenses and miscellanema desluctions,
have “floors”— minima amdonts you
have to exceed before a dedwction s
allimvwesd,

With time on your side, you can
waork toward the comcept of bunching
deductions—the practice of accelerat-
imy, expenses into this year if it appears
o miight reack the floor, or deferring
expenses into next vear if you don't
expect to exceed the foor in 2004, The
st strategy applies o your miscella-
riestnas [t debuctions, including
unreimbursed empboves business, job-
hunting, investment, and tax-prepara-
tn expemses,

Shift income

Aot Strategy you :night corssder
mow for rediscing your 2004 taxable
income is to shift income to other fam-
ily members, Under curment tax Law,
Vo can gift to vour childmen, or aTy-
one else, up to 311,000 each annually
(522 000 | your spouse jolns you In
the gifty, without belng subject to the
gift tax. e g«rmnﬂ'ﬂj bw the glﬂ' is
taxed 1o the new owner.

Don't wait until year end
Eemembern, when it comes to saving
tax dollars, timing can be everything.
[hont walt untl the last minuwte to take
the steps that can minimize your tax
Bl for 2004 and I'_u:}'r_um.
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IRS Eases Burden on
Certain Meal and
Entertainment Expenses

The Internal Revenue Service recently
issued a new procedure that allows the
e of statistical sampling methods
establish the amount of certain fully

dechsctible meal amd entertainment |

(MEE} cxpenses (those that are ot st
jext fo the wsual 5% deduction disal-
Iweance mubel, The new robe, effective
for years ending after May 3, 2004, s
imberuded 1o case the reporting burden of
taxpayers, but, because of the sdmiinis
trative cost invodved and the lmdted
types of expenses that qualily, is most
likedy to benefit large businesses that fne
quently incur these types of expenses.

Which expensses qualify?

Only MEE expenses that are fully
decuctible are chigible for the new peoe-
cedure, Whike there are seweral cate.
gories of tully deductible expenses, the
Mot comurmoe is B and hﬂ-‘ﬁagﬁ
excludable from the income of & recip-
et because they are considersd de
rimimis frimge benefits (too small to be
reasonably accounted for). Sech ex-
penses may nclude SUPET Moy pre-
vided occasionally so that an employes
can work overtime or meals excluded
from income becne they are provid-
ed on the employer's premises for the
employer's convenience,

Will the new rule benefit

your buginess?

If wour Bave large numbers of transac-
Homs lovolving the fully deductible
meal and enleriainment expenses
described above, the mew procedune
miay allow you to cut down on docu-
mentation for those types of expenses.
Howrever, for the vast majority of smmall
bamsinesses, the e will be of mininal
ansistance, [F you feel your business
may benefit from the new procedure,
please call us to discuss its pessible
application to your business,
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ﬁqﬁim Socil Seciry, Medicara, and wibhold come i, i Form 41 0t the seco
quarter of 2004 Deposit apy undeposited tax. (If your tax linbitiy is kess than $2.500, you unml
i full weith & Smaly Bind rsturn.} If you depasited the tax loc the quart in fulland on tme, o
mﬂmnuhhm
hmmmmmmmmhmummm
: mm#m beriefit plan with a calandar year and, file Form 5500 or 560062

i
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#mwmmmm &nd withiveld income tax, Sie Form 941 for the second
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mﬁﬁmmmmmmm ard nonpayTod wihheiing

dupesit the htti*pﬂlnhh July if the manthiy rule spplies.

hlﬂ:h I ipis ot it autmiaic Faur-menth extersion to Sl your income tax return for 2003,

ﬁﬁm1ﬂ.mmm:¢iﬂwummmﬁlhimuﬂmﬂﬂ—
tanal hwoemonth extansian, file Form 2588
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