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Assisting Your Aging Parents

See disclaimer on final page

Thank you for connecting with us -
we look forward to bringing further
value to your financial future.

Caring for an aging parent can present both
loving opportunities and difficult challenges –
especially when crisis hits. You may be
suddenly faced with a myriad of new
responsibilities. You might be the only person
who steps in to help, or you may be the
lynchpin in a network of family members willing
to contribute. Either way, here are five strategic
tips to help you manage your aging parent’s
finances.

1. Organize the cash flow. Often times an
aging parent has not kept up with their
recordkeeping. Your first strategy is to organize
their cash flow with two specific tools – a budget
and a bill pay system. The budget will include
all incoming sources of income and all outgoing
normal expenses. You will be able to
understand if there is an “income gap” which
might require the use of your parent’s
investments to cover it. The bill pay system will
help regulate and automate payments to
ensure that important bills don’t get missed.
Call us to request our free Budget Tool and Bill
Pay System Tool to help you get a handle on
your parent’s cash flow.

2. Record key information. You will need to
know your parents key information in order to
assist them. You will need to know full names,
dates of birth, social security numbers, doctor
information, and medication data. You should
make copies of Medicare cards, social security
cards, driver’s licenses, and insurance policies.
Learn where the safe deposit key is stored, and
gather passwords for their computer. Record
and store this data in a safe place.

3. Familiarize yourself with their financial
resources. Make a list of what assets your
parents have. Do they own real estate? How
much is in savings accounts, IRA’s stocks,
bonds and other investments? What is their
home worth? Visit with your parent’s financial
advisor to understand why things are set up the
way they are, and what benefits their
investments may be able to provide.

4. Set up a Financial Power Of Attorney.
Work with your parent and an attorney to
establish this very important document. At the
point your parent is no longer able to handle
things on their own, it will give you the ability to
step in and help. Without this document, you
will be very limited on handling accounts and
accessing information.

5. Evaluate future living arrangements. This
is often the hardest part of assisting your
parents. Determine if home health care, an
assisted living facility or a nursing home is the
best housing step to take. Next, evaluate the
facilities that are within your price range. You
might also look into services to help you
transition an aging parent, and to organize the
possessions that they no longer need or want
to keep. Work with the housing facility to
understand the costs and benefits of the new
home. Circle back to your budget to make sure
that your parent’s cash flow can support the
new arrangement.

The Sterk Financial Team has a specialized
program for caregivers who are assisting aging
parents. Our goal is simple – to help you
support your loved one in the best way
possible. Call us to learn how we take the
complexity and uncertainty out of parent care,
and help create clarity and confidence as you
move forward.

Learn More at our Next Seminar
Please register by calling 605-217-3555
Retirement Readiness
September 20, 2016 6:00 p.m.
Sioux City Country Club

Caregiver Financial Well Being
November 1, 2016 6:00 p.m.
Sioux City Country Club
Listen to our
Money Guide Talk Show
On KSCJ, 1360 AM Talk Radio
Saturday Mornings, 7:30-8:00 a.m.
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Five Things to Know About Inherited IRAs
When an IRA owner dies, the IRA proceeds are
payable to the named beneficiary--or to the
owner's estate if no beneficiary is named. If
you've been designated as the beneficiary of a
traditional or Roth IRA, it's important that you
understand the special rules that apply to
"inherited IRAs."

It's not really "your" IRA
As an initial matter, while you do have certain
rights, you are generally not the "owner" of an
inherited IRA. The practical result of this fact is
that you can't mix inherited IRA funds with your
own IRA funds, and you can't make 60-day
rollovers to and from the inherited IRA. You
also need to calculate the taxable portion of any
payment from the inherited IRA separately from
your own IRAs, and you need to determine the
amount of any required minimum distributions
(RMDs) from the inherited IRA separately from
your own IRAs.

But if you inherited the IRA from your spouse,
you have special options. You can take
ownership of the IRA funds by rolling them into
your own IRA or into an eligible retirement plan
account. If you're the sole beneficiary, you can
also leave the funds in the inherited IRA and
treat it as your own IRA. In either case, the IRA
will be yours and no longer treated as an
inherited IRA. As the new IRA owner (as
opposed to beneficiary ), you won't need to
begin taking RMDs from a traditional IRA until
you reach age 70½, and you won't need to take
RMDs from a Roth IRA during your lifetime at
all. And as IRA owner, you can also name new
beneficiaries of your choice.

Required minimum distributions
As beneficiary of an inherited IRA--traditional or
Roth--you must begin taking RMDs after the
owner's death.* In general, you must take
payments from the IRA annually, over your life
expectancy, starting no later than December 31
of the year following the year the IRA owner
died. But if you're a spousal beneficiary, you
may be able to delay payments until the year
the IRA owner would have reached age 70½.

In some cases you may be able to satisfy the
RMD rules by withdrawing the entire balance of
the inherited IRA (in one or more payments) by
the fifth anniversary of the owner's death. In
almost every situation, though, it makes sense
to use the life expectancy method instead--to
stretch payments out as long as possible and
take maximum advantage of the IRA's
tax-deferral benefit.

You can always elect to receive more than the
required amount in any given year, but if you
receive less than the required amount you'll be

subject to a federal penalty tax equal to 50% of
the difference between the required distribution
and the amount actually distributed.

More stretching...
What happens if you elect to take distributions
over your life expectancy but you die with funds
still in the inherited IRA? This is where your IRA
custodial/trustee agreement becomes crucial.
If, as is sometimes the case, your IRA language
doesn't address what happens when you die,
then the IRA balance is typically paid to your
estate--ending the IRA tax deferral.

Many IRA providers, though, allow you to name
a successor beneficiary. In this case, when you
die, your successor beneficiary "steps into your
shoes" and can continue to take RMDs over
your remaining distribution schedule.

Federal income taxes
Distributions from inherited IRAs are subject to
federal income taxes, except for any Roth or
nondeductible contributions the owner made.
But distributions are never subject to the 10%
early distribution penalty, even if you haven't
yet reached age 59½. (This is one reason why
a surviving spouse may decide to remain as
beneficiary rather than taking ownership of an
inherited IRA.)

When you take a distribution from an inherited
Roth IRA, the owner's nontaxable Roth
contributions are deemed to come out first,
followed by any earnings. Earnings are also
tax-free if made after a five-calendar-year
holding period, starting with the year the IRA
owner first contributed to any Roth IRA. For
example, if the IRA owner first contributed to a
Roth IRA in 2014 and died in 2016, any
earnings distributed from the IRA after 2018 will
be tax-free.

Creditor protection
Traditional and Roth IRAs are protected under
federal law if you declare bankruptcy. The IRA
bankruptcy exemption was originally an
inflation-adjusted $1 million, which has since
grown to $1,283,025. Unfortunately, the U.S.
Supreme Court has ruled that inherited IRAs
are not covered by this exemption. (If you
inherit an IRA from your spouse and treat that
IRA as your own, it's possible that the IRA won't
be considered an inherited IRA for bankruptcy
purposes, but this was not specifically
addressed by the Court.) This means that your
inherited IRA won't receive any protection
under federal law if you declare bankruptcy.
However, the laws of your particular state may
still protect those assets, in full or in part, and
may provide protection from creditors outside of
bankruptcy as well.

You are generally not the
"owner" of an inherited IRA.
The practical result of this
fact is that you can't mix
inherited IRA funds with
your own IRA funds, and
you can't make 60-day
rollovers to and from the
inherited IRA. Spousal
beneficiaries, however, may
be able to assume actual
ownership of an inherited
IRA.

*If the traditional IRA owner
died after age 70-1/2 and did
not take an RMD for the
year of his or her death, you
must also withdraw any
remaining RMD amount for
that year.
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Clusters, Crowdfunding, and Other Ways Small Businesses Survive
Small-business owners must rely on their own
ingenuity and innovation to survive. Fortunately,
over the past decade, innovation has also
emerged in the networks supporting small
businesses, helping them acquire
much-needed resources.

Clusters: strength in numbers
Clusters are groups of businesses, suppliers,
academic institutions, and other related
organizations working within the same industry
and concentrated in the same geographic
region. Although they're often competitors,
cluster businesses can benefit from access to
necessary resources such as talent, raw
materials, research, and financing
opportunities. Examples of clusters include the
medical centers in Massachusetts, the
high-tech industry in Silicon Valley, and the
wineries in northern California. The advantages
gained from organizations working together can
include economies of scale and political
influence, benefits typically associated with
corporate giants such as Walmart and Apple.

In 2010, the Small Business Administration
unveiled the Clusters Initiative, a program that
invests in 14 regional clusters representing
various industries throughout the United States.
According to SBA Administrator Maria
Contreras-Sweet, the SBA has "built a strategic
infrastructure of financing and consulting
networks in key cities to help new companies
launch and small companies grow."1 A
third-party organization has been tasked with
evaluating the SBA program each year. Results
from the 2014 report (the most recent data
available) include the following:2

• A majority of small and large businesses
have established at least one alliance with
other cluster members.

• Nearly 40% of small businesses said cluster
services had some influence on their access
to capital.

• Revenues in cluster-associated small
businesses increased an average of 6.9%,
twice as fast as benchmark firms.

• Average monthly payroll in small businesses
grew an annualized 14.1% during the two
years ending September 2013, besting
benchmarks by almost 11 percentage points.

Crowdfunding: online investing
What started more than a decade ago as a way
for art and music lovers to help fund their
favorite artists' latest endeavors has evolved
into a sophisticated means for small-business
owners to raise capital. In the fall of 2015, the
Securities and Exchange Commission released
final rules governing equity crowdfunding, or

the ability for entrepreneurs to issue equity to
individual investors over the Internet.
Companies can now raise up to $1 million over
a 12-month period via "funding portals."
Individual investors can invest certain amounts
over a 12-month period based on their income
and net worth.3

Businesses wishing to use this 21st-century
financing method will want to be aware of the
governing regulations, which include providing
certain information to the SEC, potential
investors, and the funding portals, including:

• A description of the business and how the
funds will be used

• The price of the securities or method of
determining the price

• The target offering amount, the fundraising
deadline, and whether the company will
accept investments exceeding the target

• Financial statements, possibly reviewed by
an independent public accountant and
accompanied by the company's tax returns

Incubators and accelerators: fueling
growth
Incubators and accelerators are organizations
that are similar in terms of providing valuable
resources and mentorship to new businesses;
however, one is intended to help "incubate" the
budding business owner's idea, while the other
is generally designed to "accelerate" the growth
of an existing company.

Business owners apply to these often highly
competitive programs and, if accepted, may
need to relocate and share space with other
similar organizations.

According to the International Business
Innovation Association (InBIA), incubators
provide companies with programs, services,
and space for varying lengths of time based on
company needs and incubator policies. By
contrast, accelerators take a group of
companies through a specific process over a
defined period of time, typically three to four
months. The program often culminates in a
funding pitch or demo day. While accelerators
make seed investments in companies in
exchange for small equity stakes, incubators
typically do not make such investments.

This is just a brief overview of some of the
innovative opportunities designed to help small
businesses survive. Business owners
interested in learning more should start by
visiting the websites noted in the sidebar at left.

For more information, visit
the following sites:

Clusters: sba.gov

Crowdfunding: sec.gov

Incubators and accelerators:
inbia.org
1 SBA website, accessed
March 2016
2 "The Evaluation of the
U.S. Small Business
Administration's Regional
Innovation Cluster Initiative,
Year Three Report, Revised
November 2014"
3 Before making any
investment commitment, an
investor must provide a
representation that he or
she has reviewed the
intermediary's educational
materials and understands
that:

• The investment is illiquid

• There is no guarantee of
any return

• The entire amount of his
or her investment may be
lost

An investor must also attest
that he/she is in a financial
condition to bear the loss of
the investment and has
completed a questionnaire
demonstrating an
understanding of the risks
of any potential investment
and other required statutory
elements.
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https://www.sba.gov/about-sba/sba-initiatives/clusters-initiative
https://www.sec.gov/rules/final/2015/33-9974.pdf
https://www.inbia.org/resources/for-entrepreneurs
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Securities and Investment Advisory
Services are offered through Woodbury
Financial Services, Inc., Member
FINRA/SIPC. Insurance offered through
Sterk Financial Services which is not
affiliated with Woodbury Financial
Services, Inc.

Broadridge Investor Communication
Solutions, Inc. does not provide
investment, tax, or legal advice. The
information presented here is not specific
to any individual's personal circumstances.

To the extent that this material concerns
tax matters, it is not intended or written to
be used, and cannot be used, by a
taxpayer for the purpose of avoiding
penalties that may be imposed by law.
Each taxpayer should seek independent
advice from a tax professional based on
his or her individual circumstances.

These materials are provided for general
information and educational purposes
based upon publicly available information
from sources believed to be reliable—we
cannot assure the accuracy or
completeness of these materials. The
information in these materials may change
at any time and without notice.

What is an ABLE account?
ABLE (Achieving a Better Life
Experience) accounts are
tax-advantaged savings
accounts for individuals with
disabilities that are generally

used to cover qualified disability expenses.
States can create qualified ABLE programs for
persons who become disabled prior to age 26.
A disabled person (or the disabled individual's
parent or guardian, or an agent with a power of
attorney) can create an ABLE account under
any state's ABLE program. Generally, only one
ABLE account is permitted per disabled person
at a time. ABLE accounts are relatively new, so
you will need to check which states currently
have ABLE programs.

Contributions to the ABLE account are subject
to an annual and a cumulative limit. The annual
limit for total contributions by all contributors
combined is equal to the federal annual gift tax
exclusion amount ($14,000 in 2016). The
cumulative limit applies to the extent that a
contribution would cause the account balance
to exceed the state's maximum aggregate limit
for all Section 529 qualified tuition program
accounts for the beneficiary. (Fees and
expenses may be associated with investment

options offered. All investing involves risk,
including the possible loss of principal, and
results are not guaranteed.)

Distributions from an ABLE account can be
made only to the designated beneficiary. The
ABLE account and distributions for qualified
disability expenses of the designated
beneficiary are generally not subject to federal
income tax.

Generally, the ABLE account is disregarded for
purposes of determining eligibility for, and the
amount of, any assistance or benefit provided
under certain means-tested federal programs.
However, for purposes of the Supplemental
Security Income program, any distributions
from the ABLE account for certain housing
expenses are not disregarded, and the account
balance is considered a resource of the
designated beneficiary to the extent the
balance exceeds $100,000.

Upon the death of the beneficiary, any state
can file a claim for the total medical assistance
paid for the beneficiary under that state's
Medicaid plan (as reduced by any premiums
paid under a Medicaid buy-in program) after the
establishment of the ABLE account.

What is the most important component of GDP in the
United States?
We often hear in the media
that consumer spending is
crucial to the overall health of
the U.S. economy, but exactly

how important is it? Representing
approximately two-thirds of overall GDP,
consumption--the almighty consumer--is the
largest driver of economic growth in the United
States. Of the nearly $18 trillion in U.S. GDP
(2015), American shoppers are responsible for
a piece of the pie worth about $12 trillion.

Consumption is tracked by the Bureau of
Economic Analysis, and is reported as Personal
Consumption Expenditures (PCE) in its monthly
"Personal Income and Outlays" news release.
Since the late 1960s, PCE as a percentage of
overall GDP has crept up from a low of
approximately 58% to nearly 70% today.

PCE is divided into goods and services. The
services category typically represents the
largest part of PCE, accounting for more than
65% over the past two years. Examples of
services include health care, utilities,
recreation, and financial services.

Goods are broken down further into durable
and nondurable goods. Durable goods are
those that have an average life of at least three
years. Examples include cars, appliances and
furniture. Nondurable goods are those with an
average life span of less than three years and
include such items as clothing, food, and
gasoline.

Durable goods represent approximately 10% of
total PCE, while nondurable goods make up
about 20%.

So the next time you're out shopping, for
anything from a bottle of ketchup to a new car,
consider that you're doing your part to fuel our
nation's growth.

Sources: World Bank.org, accessed June 2016;
Federal Reserve Bank of St. Louis, 2016;
Bureau of Economic Analysis, 2016
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