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Social Security can play an important role in funding retirement, but it was never intended to be the only source
of retirement income. The Social Security benefit formula is based on a worker's 35 highest-earning years
(indexed for inflation), and the percentage of pre-retirement income replaced by the benefit is lower for those with
higher earnings, reflecting the assumption that higher earners can fund retirement from other sources.

Here are replacement rates — based on five levels of earnings — for someone who claims benefits at full retirement
age (FRA) in 2024 (i.e., born in 1958 and claiming at age 66 and 8 months). Rates would be similar for those
who claim at FRA in other years.

Source: Social Security Administration, 2023 (Rates are based on scheduled benefits under current law and may be significantly lower in the
future if Congress does not address the Social Security shortfall.)
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Do You Have These 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 directive(s), 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. 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 directive(s)
An advance medical directive lets others know what
forms of medical treatment you prefer and enables 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, in a
particular situation. In most states, a living will takes
effect only under certain circumstances, such as a
terminal illness or injury. Generally, one can be used
solely 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. Your will
should generally be written, signed by you, and
witnessed. 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.

Most wills have to be 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 a 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.

Percentage of Americans with a will, by age
group

Source: Caring.com, 2023
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Reviewing Your Estate Plan
An estate plan is a map that explains how you want
your personal and financial affairs to be handled in the
event of your incapacity or death. Due to its
importance and because circumstances change over
time, you should periodically review your estate plan
and update it as needed.

When Should You Review Your Estate
Plan?
Reviewing your estate plan will alert you to any issues
that need to be addressed. For example, you may
need to make changes to your plan to ensure it meets
all of your goals, or when an executor, trustee, or
guardian can no longer serve in that capacity.
Although there's no hard-and-fast rule, you'll probably
want to do a quick review each year, because changes
in the economy and in the tax code often occur on an
annual basis. At least every five years, do a more
thorough review.

You should also revisit your estate plan immediately
after a major life event or change in your
circumstances.

• There has been a change in your marital status
(many states have laws that revoke part or all of your
will if you marry or get divorced) or that of your
children or grandchildren.

• There has been an addition to your family through
birth, adoption, or marriage (stepchildren).

• Your spouse or a family member has died, has
become ill, or is incapacitated.

• Your spouse, your parents, or another family
member has become dependent on you.

• There has been a substantial change in the value of
your assets or in your plans for their use.

• You have received a sizable inheritance or gift.
• Your income level or requirements have changed.
• You are retiring.
• You have made (or are considering making) a

change to any part of your estate plan.

Some Things to Consider
• Who are your family members and friends? What is

your relationship with them? What are their
circumstances in life? Do any have special needs?

• Do you have a valid will? Does it reflect your current
goals and objectives about who receives what after
you die? Is your choice of an executor or a guardian
for your minor children still appropriate?

• In the event you become incapacitated, do you have
a living will, durable power of attorney for health
care, or do-not-resuscitate order to manage medical
decisions?

• In the event you become incapacitated, do you have
a living trust or durable power of attorney to manage
your property?

• What property do you own and how is it titled (e.g.,
outright or jointly with right of survivorship)? Property
owned jointly with right of survivorship passes
automatically to the surviving owner(s) at your death.

• Have you reviewed your beneficiary designations for
your retirement plans and life insurance policies?
These types of property pass automatically to the
designated beneficiaries at your death.

• Do you have any trusts, either living or
testamentary? Property held in trust passes to
beneficiaries according to the terms of the trust. (The
use of trusts involves a complex web of tax rules and
regulations, and usually involves upfront costs and
ongoing administrative fees. You should consider the
counsel of an experienced estate professional before
implementing a trust strategy.)

• Do you plan to make any lifetime gifts to family
members or friends?

• Do you have any plans for charitable gifts or
bequests?

• If you own or co-own a business, have provisions
been made to transfer your business interest? Is
there a buy-sell agreement with adequate funding?
Would lifetime gifts be appropriate?

• Do you own sufficient life insurance to meet your
needs at death? Have those needs been evaluated?

• Have you considered the impact of gift, estate,
generation-skipping, and income taxes, both federal
and state?

This is just a brief overview. Each person's situation is
unique. An estate planning attorney may be able to
assist you with this process.
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You've Received an Inheritance, Now What?
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If you've recently received an inheritance, you may be
facing many important decisions. Receiving an
inheritance might promote spending without planning,
but don't make any hasty decisions. Here are some
suggestions that could help you manage your
inheritance.

Identify a Team of Trusted Professionals
Tax laws can be complicated, so you might want to
consult with professionals who are familiar with assets
that transfer at death. These professionals may
include an attorney, an accountant, and a financial
and/or insurance professional.

Consider Tax Consequences
While you might not owe income taxes on the assets
you inherit, your income tax liability may eventually
increase, particularly if the assets you inherit generate
taxable income. For instance, distributions you receive
from inherited tax-qualified plans such as 401(k)s or
IRAs will likely increase your taxable income.

Also, your inheritance may increase the size of your
estate to the point where it could be subject to state
and/or federal transfer (estate) taxes at your death.
You might need to consider ways to help reduce these
potential taxes.

How You Receive Your Inheritance Makes
a Difference
Your inheritance may be received through a trust, in
which case you'll receive distributions according to the
terms of the trust. You might not have total control
over your inheritance as you would if you inherited the
assets outright. If you inherit assets through a trust, it's
important that you familiarize yourself with the trust
document and the terms under which you are to
receive trust distributions.

Develop a Financial Plan
Consider your future needs and how long you want
your wealth to last. It's a good idea to take some time
after inheriting money to formulate a financial plan.
You'll want to consider your current lifestyle and your
future needs, then formulate a financial strategy to
meet short- and long-term goals.

Evaluate Your Estate Plan
Depending on the value of your inheritance, it may be
appropriate to re-evaluate your estate plan. Estate
planning involves conserving your money and putting it
to work so that it best fulfills your goals. It also means
helping reduce your exposure to potential taxes and
possibly creating a comfortable financial future for your
family and other intended beneficiaries.

Page 4 of 4




