
16 17

r~lul"l1r.ph".,10' 1l~11U' 10.
l'w, r"'lJr.,,,,, In\·CIlto'r.

9 10

Monday

3

s.p'.mb.r
SMTWTF

1 2 3 •
871191011

13 " 15 18 11 18
20 21 22 23 2' 2S
21282930

23 24

30 31

2

JlJly
SMTWTFS

1 2 3 •
5 8 7 8 9 10 11

12 19 l' Hi 18 17 18
II 20 21 22 23 2' 25
21 'Z7 28 29 30 31

Sunday
YOU typic.,lIy need life insurance when you

have (<I mil)' members who rely upon your

Income. How much life insurance )'ou need

depends on ho\\' well your family can live without

your income. One rule of thumb is to buy life insur­

ance th.lt is equal to between five and se\'en hmes

your annual gross incomr.

'A'hen you're younger, term UlSurancc is the least

expcnsi'c way to cover the financial needs of )'our

dependents in the

eventofyourdeadL
For your premium.

rou rece:i\'c a predeter·

m..i.ncd ilIDOunt of life

insurance protection

but usually no cash

buildup (savings). You

can buy term insurance

with IC\'eJ premiums

(or one )'Ur. called

annual renewable term

(ART). Other tern>

policies and specified
time periods are (h·c. 10.

t5, or 20 years. At the end of these time periods, the

term insuTilnce usually is renewable at higher premi­

um riltL'S bccaubC you are older and more likely to

die. Make sure your policy offers a guaranteed

renewability (eMure, so you can continue your (o"er­

nge without hnvlng n medical cxum. Howe\'er, com·

panies limit thl! ugc (generally age 65 or 70) to which

term policies may be renewed

PC!rmanenl!ifc policies combine insurance protec­

tion with a siwing!> component Uml is tax-deferred.

Permanent forms of life insurance. such as whole life.

cost more than term insurance in the initial year.;,

With wholC"-life policies your premiums remain sm·

ble as you get older. and cash \'a)Ul" accrues in the

contract. Whole-hfe policies are a good Idea if)our

need for iIburance continues over} our lifetime (for

examph.>. if a disabled child or iblmg or uging parent
depends on your financial support).

Most people have UlSutaIlce needs that change

dUring their lifetime-It is importult to remember

that the muin purpose of hfe insurance is financial

protection.

Life Insurance and You
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Getting Your Kids
Through College

Your children's l"duc.ltion is one of the largest

im'..!stments you will ever make. For this rea·

son, you should Olrm yourself with enough

information as soon as possible.

Beb>l.n by estimating the total cost of sending your

children to college. Look into the variety of invest·

ment altem..1rives and strategies for long-term invest­

ments, and select those most appropriate for meeting

future college costs. These may include: stocks.

mutual funds. savings

bonds. certificates of

deposit. and Z~

coupon bonds.

Zero-coupon

bonds are purchased

al a discount from

their face value. and

the interest earned

each year a110\"'5 the

bond to increase in

value. You collect the

prindp..1plus the

accrued interest at

mnhlrity. The younger the child. the longer the matu­

rity of the bond and the lower the price you'll initial­

ly pay. However, you may have to pay tax on the

interest, unless you buy them through a custodial

account.

With a custodial account, you nre the custodian for

the benefit of the child whose Social Security number

is on the account, Therefore, the interest income is

taxed at the child's rate, and money in the account

becomes the child's when he or she rCilches legal age.

The first 5650 a child under 14 earns in interest or

dividend income is tax·free; the second 5650 is taxed

althe child's rate. Any interest income beyond that

is t.lxed at the parents' higher mte until the child

reaches 14. Then alllhe income is taxed at the child's

rate. Lf your child is earning more than $1,300 per

year on a zero-coupon bond, you may want to place

subsequcmt investments in municipal zero-coupon

bonds, which pa)' less than the taxable bonds bul

are tax-free.

Whatever your str.llegy. slart salTing and investing

early. Then you'll be .,ble to take ad'-antage of the

longer·term growth in"cstmenls.
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Stocks and Bonds

S
tocks represent,) proportion ofownership in il

company. Thcy also mn)' pay dIvidends (prof·

Its generated by the company and then distrib­

uted to shareholders).

Stock types indud.,

• Growth stock:. typical­

ly represent expanding

comp.1rues whose market

\-alues can apprt"Ciate
qUickly.

• lncome-produdng
stocks are uswlly less

\°ola.tiJe than growth sloclc5.
but .,lso lend 10 h.we 50hd

d.i,';dcnd increases. "They
are for people who wolnta .--

steady income combined \\"ith moderate growth..

• Blue aup stocks arc generally those of better­

known comp.mies with longer histories of revenue

growth and dividend payouts.

• Emergmg Growth stocks refer to new compa­

nies' stocks.

Bonds represent an IOU and require the issuer to

pay you the principal plus mterest over a stated peri­
od of time. Bond types include:

• Treasury Bills, 'oles, and Bonds (treasury secu­

rities) arc issued tlnd bnckcd b)' the full faith and

credit of the U.S. gO\ICmmcnt.

• Go\'ernment Agency bonds tire issued by fedc.ral

government agencies but do not necessarily enjoy the

full faith and credit of the United Slates,

• Municipal bonds Me bonds Issued by state and

local go\,c.mmcnts.lntcrcst is usually exempt from

fcdernl income tax and from some states' income

taxes.

• Corporate bonds nrc issued by companies and

often o((er higher yields than go\"(~mment bonds.

• Convertible bonds pay;} specified interest rate
but also give you the righlto com-eft your bonds into

a givco number of shares of rommon ~tock.

When inle~t rat~ go up, bond prices go down.

TIle higher the lnterest rates, the less attracti\-e stock

dhidendslook by compariS01'\, so people tend to sen
stocks to buy bonds. Stock prices then faU until dl\i­

dcnds look allTo1etl\'C again.
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Looking Out for Your
Loved Ones

N
o matter how old you are or how much

you think you're worth. )'ou still need to

decide how you want your possessions

distributoo when you die. 1£ you die intestate {with­

out a wiJI}, the stale go\'emment can legally appoint

a guardian for your minor children and handle the

distribution of )tDUr assets. And if your estate is

worth more than 5600,000. the federal government

can take a huge chunk in estate taxes.

For most people, a properly drawn simple will

providt.'S ndequate instructions as to who gets what

and designates who handles the distribution of your

assets.

However.

a will docs

not protect

your assets

if you

should

become

incapaci­

tated due

10 illness

or injury.

Legnlly g'ranting a power of attorney 10 a trusted

relative or friend can be il great help to you and

your family under those circumstances.

If you are more affluent, trusts can help shelter

your assets from eshlte taxcs. By setting up a trust,

you Coln also olvoid probate (a costly court proce­

dure). A trust keeps your fini'lncinl aff.,irs private

and simplifies distribution of your assets to your

bc:nefidaries. Testamenr.uy trusts arc those you

create by will; they become effective at your death.

Uving trusts go to work during your lifetime. In a

revocable living trust. you can transfer any assets to

the trust; but by naming yourself trustee. you can

retain control over them during your lifetime. And

you Gm re\'oke the trust at any time.

Another valuable estate planning technique is

gift-giVing. If your estale is worth more thnn

5600,000. you can reduce your estate and the taxes

on it by making tax·free gifls of up to SlO,ooo 10 any

number of individuals annually.

Seck profL'Ssionallegal help on ilny of these

issues.
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use some

of )'our

assets

(such as

your
savings)

to reduce

your debt.

To figure

your monthly expenses, write down your fixed

expenses-such as rent/mortgage. utilities. insur­

ance, car, groceries. medical• .md laxes-and your

nexible expenses--such as entertainment.. vacation.

dolhing. elc. The idea is tospcnd less than }'OU eam

each year. get out of debt, and build a secure future.

If you have iI history of bad spending habits. you

illready may have d<lmaged your credit mting_

People with bad credit ColO be denied credit cards,

home loans, nuto 10..10s, .1nd c\'en employment.

To incrense your odds of obtaining credit and

maintaining il good credit mliog. follo\\l these

basic rules:

• Pay your bills on time.

• Make regular payments on )'our debts.

• Don't t.,ke on more credit than you can afford.

• Don'l spend up to your credit limit.

• Ask the credit ngencies for it copy of your report

every yeM or hVo, and corn."'Ct an)' errors immediately.

If you've been denied credit for nny reason, you

CM get a free copy of your rcporl within 60 dilyS. For

more information un credit repair, write for it free

FTC booklet, "Getling B.lck in the Black," from:

FTC's Public Reference Brnnch, Room 130

Si)(th Street and Pennsylvania Ave.. i\.fW

Washington, DC 20580

Or check lheir Web site at u't,''WftC,gtRI

T
he first step in creating a budget is to figure

out your net worth. To do this, add up

everything ),ou own and then subtr.lct

everything yOlI owe. If you owe more th;'ln you own,

you have a

nCg<\tive

net worth

and

should

Taking Charge of Your
Spending



Getting Ready for Tax Time
E

very taxpayer is allowed 10 take a fixed

standard deduction. The standard
deduction amounts vary according to

filing sbtus and other factors, and are adjusted

each year for inflation. 1£ your total itemized

deductions exceed your standard deduction,
you'll save money by itemizing. The amount of

itemized deductions you can use is reduced if
your adjusted gross income--or ACI-is above a
threshold. Like the standard deduction. that

amount is indexed each year for inflation. A

worksheet in the 1040 instruction booklet will
help you figure out what's best for you. Some

examples of what is deductible include:

• Slate and local Taxes
You may deduct the income and real-estate

taxes you pay to your state and local

governments. You may also deduct the annual

personal·property taxes that some states levy on

the value of items such as a car. Don'l forget 10

deduct payments to state disability and
unemployment funds that were withheld from

your pay.

• Charilable Contributions

You may deduct gifts to qualified religious

organizations, schools, hospitals, and other non­

profit organizations. For gifts of 5250 or more,

the charitnble organization must give you a

receipt for your gift.

• Education
You may take a miscellaneous deduction for

your own spending on education-but only if the

education is required by your employer or the

law to keep your present job or maintain or

Here Is a fist of Items and records you should

have on hand as you prepare: for tax time:

• W-2s (payroll deductions)

• 10995 (dividend and Interest Income)

• {ash donations

• Non-cash donations, such as works of art or
used clothing

• capital gains and losses

• Tax-free interest on state and local bonds

• Home-office expenses
• Self-employed income and expenses

improve skills needed in It. You can't deduct

courses that prepare you for a different kind of

work.
• Home Office Deductions

You can deduct expenses (or business use of

your home, including such costs as a home

computer. It is up to you to prove that the
equipment and the space to house that

equipment are used only (or business purposes,

• Medical and Dental Costs

The tax law allows you to deduct only the

amount of your total unreimbursed expenses that

exceeds 7.5 percent of your adjusted gross
income. You may include health-insurance

premiums you paid yourself and the costs of

transportation to get to medical care.

• CasuJlty and Theft Losses

This includes any damage to a car, home. or

other kinds of property, [f the property is

insured and you file an insurance claim, any

insurance payment you receive reduces the

amount you can deduct. A theft must also be

reported to the police.

• Interest Payments

You may deduct interest on home mortgages,

home-equity loans, and money borrowed for

investment or business purposes.

• Meals, Travel. Entertainment, etc.

You may deduct car, travel, and other kinds of

job expenses that are not reimbursed by your

employer. Be careful of the restrictions. After

totaling your miscellaneous items, yOll must then

subtract 2 percent of your AGI. You can deduct

only the remainder.

• Withheld and estimated taxes already paid

• Interest on mortgages and home-equity loans

• Home purchase price and Improvement costs

• Job-related expenses

• Tip income

• Casualty and theft losses

• Medical and dental expenses

• Alimony paid or received

• Safe-deposit-box fees
• Purchase prices of uniforms and work tools

• Union dues
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