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Che® up alert!

Don't forget an annual screening
of your financial health

BY LAURA SCHARR-BYKOWSKY

plunging prices across almost all asset classes leaving many
retirement accounts seriously depleted. Debt rose to
unprecedented levels, and home values fell markedly across the nation.

The yvear 2008 was a tough year for the financial markets, with
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You may feel that your financial
health is in eritical conditon. Just as
you need to schedule an annual
physical exam with your doctor, it also
makes sense to check vour financial
vital signs once a year to ensure that
vou're fiscally fit.

‘Iake your financial pulse by
completing the financial health

screening below:

1. Do you have cash reserves
on hand to cover at least six
months of living expenses?

[Everyone should have an
emergency fund set aside that will
cover basic living expenses for at least
six months, more if you are a sole
bread winner or redree. This reserve
helps provide needed income in the
event of a t]i:;;lbilil}', jl}h loss, or

unexpected expense.

2. Do you have a plan to
reduce high levels of credit
card or other debt?

As a general rule, total household
debt should be less than one-third of
your gross income. Ideally, you should
carry only debt that is tax-deductible,
such as mortgage loans and some
student loans. Credit card debt should
be avoided because it usually accrues
at high interest rates.

If you are carrying a heavy debt
burden, continue to pay the minimum
amounts on all loans, but direct the
maximum amount you can to pay off
the highest interest rate loans first.
Keep impulse purchases to a
minimum, and cut up credit cards to
avoid making purchases you can't
afford. Try to use cash to purchase
items to ensure you stay within your

budget.
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“Working with general dentists to
ensure that your smile investment
is a sound investment.” -

e Surgical and Non-Surgical
Treatment for Gum Diseases w

e Plastic Peridontal Surgery for
Gum Recession

e Dental Implants

¢ Nitrous Oxide and
IV Concious Sedation

e ZOOM" Teeth Whitening

Now Accepling New Patients.

Dr. Karen E. Johnson

Periodontics & Dental Implants Center
10 Atrium Ridge Court » Columbia, SC 29223

(803) 699-7933

Dental & Medical Billing Available * Delta Dental & Metlife Provider

Lake Murray-Columbia® & Northeast Columbia | January 2009 41




MONEY

B —
e ol Fretlom. |
_ ot

Kristine Hortvigsen

The National Association of Personal
Financial Advisors (NAPFA)
Consumer Education Foundation, TD
AMERITRADE Institutional, and
Kiplinger’s Personal Finance
magazine recently brought “Your
Money Bus Tour” to communities
across the country. The Money Bus
made stops at the University of Sonth
Carolina, the Richland County Public
Library (above), and the Drew
Wellness Center on Nov. 25 to offer
free financial advice to citizens. Right:
A financial advisor answers a young
man’s questions during the Money Bus
visit to the library.
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3. Do you have a cash
management plan?

[t is now more important than
ever to understand how you are
spending vour money. ‘Try to track
expenditures for a few months and
then set spending goals that vou
think vou can achieve. Be realistic
with vour budgetary goals without
being too restrictive. Sometimes it
helps to make incremental spending
cuts to see how vou can live with the
changes. The best spending plan is

the one that you can adhere to.

4. Are you saving at least 10
percent of your net income?

Maximize deferrals to vour retirement

plans. “Try to increase these amounts over

time to see if you can live without the
money. If you get a raise, plan on

directing it to savings. If you qualify for a

Ty to maximize
deferrvals to your

retivemment plans.
If you get a raise,
plan on directing

it to savz'ngs.

Roth IRA or deducuble IRA, make sure
to contribute to it as well. Finally, save
some additional funds in taxable accounts
to ensure that you can reach your

financial goals.

5. Do you have adequate
insurance?

Insurance provides us with peace of

mind that we are protected in the event
of an unfortunate circumstance. Life
insurance coverage should provide
survivors with sufficient income to pay
off all debts and cover future household,
living, and education expenses. A good
guideline is to buy coverage for 10

Also

consider purchasing a long-term

times vour annual income.

disability policy with a monthly benefit
that replaces 60 percent of your gross
income.

Check your homeowner’s policy to
make sure it covers you up to the
replacement cost of your home. You can

decrease the cost of your home and auto
policies by increasing the deductibles.
Also, talk to your agent about purchasing
an umbrella liability policy in the
amount of your net worth. This can
protect your wealth in the event of a civil
lawsuit. If you are in your early 50s, it
also makes sense to consider purchasing

a long-term care policy.
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6.

Are your investments

diversified?

Your savings should be spread across

several asset classes. The best way to

achieve this is to invest in low-cost, no-

load index mutual funds. Asset location

(where vou put assets) is also important.

Improve the tax efficiency of your

portfolio by investing in income-

pr

oducing asset classes, such as RELTS,

bonds, and commodities in your “tax-

deferred” retirement accounts (401Ks

and IRAs). You also should direct

sa

vings outside these accounts toward

the purchase of large cap, small caps, and

international index funds.

7

Are you saving for your child’s

education?

if

CC

Retirement savings are a priority, but
you can free up some extra savings,

msider dollar cost averaging into a 529

plan for vour children’s college

education.

The funds are contributed

As a general rule, total housebold
debt should be less than one-third
of your gross income. Ideally, you
should carry only debt that is tax-
deductible, such as a mortgage.

with after tax-dollars, growth is tax-free,
and you won’t be taxed on distributions
as long as they are for qualified
education expenses.

The South Carolina plan
(www.futurescholar.com) even provides a
state tax break for contributions to the
plan. Estimate future costs, how long you
need to save, and caleulate how much
you need to save. There are some helpful

calculators on www.savingforecollege.com.

8. Do you have estate documents
in place?

Dying without a will can lead to
unintended consequences. Your estate
will be probated in a costly, lengthy
public court proceeding. If both parents
die, the court will choose who gets
guardianship of your children. If one
spouse dies, according to South Carolina

law, his/her assets will be divided
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between the surviving spouse and the 9. Have you recently checked
children, requiring the spouse to buy back — your credit report?

assets from the children. Needless to say, o L .
) s : 2 Credit fraud is increasingly rampant. It
it can be an ugly, frustrating process. Sce s ;
i % is important that vou check your credit

a good estate attorney to have, at a : -
=, R report to confirm your credit history and
minimum, a basic will drawn up, - )
; : S : : . check for fraudulent or unauthorized
including a living will, medical power of : -
£ : i items. Federal law allows consumers to
attorney, and durable power of attorney. . N ) )
; - receive a free copy from each of the three

credit reporting agencies every 12 months

(www.AnnualCreditReport.com).

Add 1 point for every item to which you | 3-5  You're huffing and puffing.
responded “yes.” Get some more advice )
before you fall out of the Laura Scharr-Bykowsky
Your Score race,
Scharr-Bykowsky is a
8-9  Congratulations, you are 1-2  You're in critical condition. CERTIFIED FINANCIAL
financially fit. Seek advice from a qualified PLANNER™ and president of
financial professional to get Ascend Financial Planning LLC.
6-7  You're in shape but could use vour financial health back on For more information, visit
a bit more conditioning. track. [MEIER www.ascendfinancialplanning.com.

AT THE END OF THE
DAY, SOME THINGS
JUST SPEAK FOR
THEMSELVES,
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